


A South American Indian 


Uncovers Unseen Value 








| BERORE BUYING A CAR 








OUR CENTURIES ago an Indian herder 
om climbing the steep slopes of the 
cone-shaped Cerre Gordo de Potosi, in 
Bolivia. The little town of Potosi, prob- 
ably the highest in the world, was 
perched on its northern slope. 


Crawling up the narrow trail to a 
height of 15,000 feet, the Indian paused 
for a moment and looked out over the 
world sprawling below. It was good, he 
told himself, resuming his climb. 


A stone rolled under his foot. He lost 
his balance. His hand flashed out, grasped 
a bush. The bush gave way, roots and 
all. Recovering from his fall, the Indian 
looked in the gaping hole left by the 
loosened bush. His eyes beheld the un- 
seen value of that barren mountain. . . 
glittering masses of metal . . . the crust 
of a deposit which yielded nearly five 
billion dollars in theretoivre unseen vac 
... native silver. 


* * * 


Like the priceless silver lode of Cerre 
Gordo, the unseen value in motor cars is 
net visible to the eye. It is not inter- 
preted alone in iron, rubber and steel. It 
is not expressed only in beauty, safety, 
power or speed. These are the familiar 
qualities of a motor car—the qualities 


CHRYSLER 
DODGE 


PASSENGER CARS AND TRUCKS 


Chrysler Marine and Industrial Engines 


—ASK YOURSELF THESE 
6 QUESTIONS 


1. Has it proper weight distribution ? 
2. Has it genuine hydraulic brakes ? 
3. Is it economical to run? 
4. Has it floating power? 
5. Has it all-steel body? 
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6. Does it drive easily? 
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which everyone has a right to expect. 


It is in the conception of a car that you 
must seek its unseen value—in the ideas 
and ideals of the organization behind it. 


And Chrysler-built cars possess this 
unseen value to an exceptional degree. 
For the ideal of Chrysler Corporation 
has always been to improve cars in 
every possible way. 


Its policy has been to put into its 
motor cars, not merely the best available 
materials, but also the inspiration, the 
genius, and theengineering skill of the men 
with whom Walter P. Chrysler and his 
associates have surrounded themselves. 


Four cars with exceptional 
Unseen Value 


Chrysler Corporation is no ordinary pro- 
saic business devoted merely to the 
manufacture and sale of cars. To grow 
from a humble beginner to a vast in- 
dustry providing a livelihood for almost 
half a million people requires something 
far greater than self-interest. 

Chrysler Corporation is proud of its 
contribution to the progress of the 
American automobile industry asa whole. 
Proud of the four famous cars made in 
its factories: the Plymouth, Dodge, De 
Soto and Chrysler. Proud, also, of its 
Dodge Trucks and other products. They 
all possess unseen value to an exceptional 
degree. 

And America has been quick to recog- 
nize the unseen value in Chrysler-built 
cars! For every fourth car sold today is a 
Chrysler-built car. Chrysler Corporation 
alone, of all American motor manufac- 
turers, has exceeded in 1935 its rate of 
production for the boom year of 1929. 


Remember Cerre Gordo and its unseen 
value when you buy a motor car.Remem- 
ber the exceptional unseen value of motor 
cars built by Chrysler: Plymouth, Dodge, 
De Soto, Chrysler, and Dodge Trucks. 


DE SOTO 
PLYMOUTH 


Airtemp—Air Conditioning 





YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 
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Investment Values 


sometimes seems to us that too 
much emphasis is placed upon 
the appreciation phase of the security 
markets and not enough upon the in- 
vestment, or income, phase. After all, 
the return over a period of years is 
what makes price in the long run. 
Speculative enthusiasm or other fac- 
tors only effect quotations temporarily; 
yet, we find people forever guessing at 
public psychology and making it the 
basis of their investment operations. 
As a rough guide to how the in- 
vestor, in contrast to the speculator, has 
fared over the past few years, it is in- 
teresting to go back to what was said 
on this page in January, 1933. It will 
be remembered that this was just be- 
fore the bank holiday and a time which 
marked financially about the depres- 
sion’s low. It was then said that in the 
first million share day of 1933 there 
were traded on the New York Stock 
Exchange 556 issues. Of these, 240 
stocks, including 70 preferred issues, 


ey rss understandable, it 


were listed as payers of dividends. In 
cther words, about 43 per cent were 
dividend payers and of the total issues 
dealt in about 30 per cent were com- 
mon stocks on which distributions were 
being made. 

During the week ended March 14, 
last, there were some 1,107 issues 
bought and sold on the New York 
Stock Exchange. Of these, 562 were 
dividend payers, or over 50 per cent. 
Of the 562 dividend payers, 188 were 
preferred stocks, leaving 374 common 
stocks in this desirable category, or 
nearly 34 per cent of all the issues in 
which there were transactions that 
week. 

Several things emerge quite clearly 
from this comparison. In the first place 
today’s market is evidently much 
broader than the one of three years 
ago. This is partly the result of busi- 
ness improvement and the returning 
stock-consciousness of the American 
public. It can be attributed also partly 
to the effects of the Securities Acts, 


which so function as to make it just 
about as easy to list on the Big Board 
as upon a minor exchange, with the 
result that there is a growing tendency 
to list in New York. 

Secondly, the investor certainly is 
faring better. Out of a greater number 
ot issues a larger proportion are con- 
tributing to the well-being of their 
owners. Nor must one forget the great 
number of companies that have in- 
creased their dividends, paying either 
a higher regular rate or making declar- 
ations of extras from time to time. 

The widely diffused ownership of 
business through the medium of stocks, 
particularly dividend-paying issues, is 
one of the greatest safeguards to the 
existing order of things. A man with 
an investment stake in industry dves 
not wish to over-throw it. Thus, 
lengthening stockholders’ list and the 
mounting participation on the part of 
the public in the dividend-fruit of 
business profits is due cause for grati- 
fication. 
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In the Next Issue 


New Trends in Consumer Buying Power 


An illuminating study of public purchasing power and its effect 


upon leading industries. 


By JoHN GUERNSEY 


The Highest Income With Maximum Safety 


A consideration of today’s investment problems, with special suggestions 


among various types of securities. 


By J. C. CLirForp 
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UNION CARBIDE AND CARBON CORPORATION 
CONSOLIDATED BALANCE SHEET 


INCLUDING DOMESTIC, CANADIAN 


AND OTHER FOREIGN SUBSIDIARIES 


December 31,1935 





ASSETS 
CURRENT ASSETS 





SSS SSS See see $ 25,971,130.34 
Marketable Securities (at Market 
December 31, 1935).......... 3,993,920.00 
RECEIVABLES (After Reserve for 
Doubtful) 
Trade Notes and Accounts....$ 15,204,261.80 
Other Notes and Accounts..... 1,070,932.29° 16,275,194.09 
INVENTORIES (Cost or Market, 
whichever lower) 
ee ES $ 15,397,585.91 
RS re 7,902,648.70 
Punished Goods... <......0.00. 17,899,385.21 ___41,199,619.82 
ToTaL CURRENT ASSETS..... Sra '$ 87,439,864.25 
FIXED ASSETS 
Land, Buildings, Machinery and 
SS er es 232,864,464.19 
INVESTMENTS 
Affiliated Companies Not Included 
in Consolidation............. $ 4,285,611.07 
Real Estate Mortgages......... 205,233.60 
Debentures and Notes Receivable 5,698,151.73 
Reacquired Capital Stock of Union 
Carbide and Carbon Corporation 
FEO MMRPOED ...062s002sc0 1,899,493.15 
RPE PUROMISIBOR. 5. occ cccccecvee 2,245,477.76 14,333,967.31 
DEFERRED CHARGES 
Prepaid Insurance, Taxes, etc....$ 1,506,041.72 
Bond Discount and Expense..... 383,949.47 1,889,991.19 
Patents, Trade Marks and Goodwill.............. 1.00 
TOTAL ASSETS............ » $336,528,287.94 
A OE TES 


Note: The above statement includes the assets and liabilities as at 
Sept. 30, 1935 of certain subsidiaries other than United States and 


Canadian. 
INCOME 


EARNINGS (AFrer Provision FoR INCOME Tax) $ 35,901,753.16 





Deduct— 
Depreciation and Depletion...... $ 7,510,485.45 
Interest on Debentures......... 223,641.80 
Interest on Mortgages and Funded 
Debt of Subsidiary Companies. 608,242.71 
Dividends on Preferred Stock of 
Subsidiary Companies........ 305,134.34 8,647,504.30 
PE BROOME 5 00's 6:4:4.0.0'0.0.00 0.05 695050 0000 $ 27,254,248.86 
LOLA ALS SLL ET 


Nore: Income includes twelve months’ earnings to September 30, 
1935 of certain subsidiaries other than United States and 
Canadian. 





AUDITORS’ REPORT 


UNION CARBIDE AND CARBON CORPORATION : 

We have made an examination of the balance sheet of Union 
Carbide and Carbon Corporation and its subsidiaries as at 
December 31, 1935, and of the statement of income and surplus 
for the year 1935. In connection therewith we examined or 
tested accounting records of the Corporation and other sup- 
porting evidence with respect to the parent company and 
United States and Canadian subsidiaries and obtained infor- 
mation and explanations from officers and employees of the 
Corporation ; we also made a general review of the accounting 
methods and of the operating and income accounts for the 
year of these companies, but we did not make a detailed audit 
of the transactions. 

Accepting the statements of other auditors with respect to 
subsidiaries other than United States and Canadian and sub- 
ject to a contingent liability as guarantor on notes of 
$2,728,234.54 secured by collateral with a market value in 
excess of the amount of such notes, and on notes of $70,000 
partially secured, in our opinion, based upon such examina- 
tion, the accompanying balance sheet and related statement 
of income and surplus fairly present, in accordance with ac- 
e€epted principles of accounting consistently maintained by the 
Corporation during the year under review, its position at De- 
eenber 31, 1935, and the results of its operations for the year. 

HURDMAN AND CRANSTOUN 


Maxch 21, 1936 

















LIABILITIES 


CURRENT LIABILITIES 


Accounts Payable........seese $ 5,201,039.07 
Bond and Debenture Interest (Un- r, 
presented Coupons and Interest 
2ayable January 1, 1936)..... 220,630.28 


Dividend Payable January 1, 1936 4,451,569.00 


ACCRUED LIABILITIES 
Taxes (Including Income 





NED ee a os Sh iS iSt5 6 ie $ 5,363,002.56 
Ge TS a ee epee 70,862.50 
Other Accrued Liabilities..... 679,636.77 6 113,501.83 
TOTAL CURRENT LIABILITIES.........00% $ 15,986,740.18 
FIFTEEN YEAR 314% SINKING FUND ' 
DEBENTURES OF UNION CARBIDE : 
AND CARBON Corp. Due July 1, : : 
0 AS ARS ears Sora y— $ 16,750,000.00 ~ 
First MORTGAGE BONDS OF SUBSIDI- 
ARY COMPANIES 
Due February 1, 1937, 6%.... 1,165,000.00 
Due October 1, 1955, 5%...... 3,303,500.00 21,218,500.00 
TOTAL LIABILITIES............. $ 37,205,240.18 
RESERVE BOR DEPRECIATION... <.cccsccsceseececes 695,454,557.49 
*CAPITAL STOCK OF UNION CARBIDE 
AND CARBON CORPORATION— 
9,000,745 SHARES OF NO PAR 
lL NSS cee arr eee eee $175,163,672.43 
EarRNeED SURPLUS................ __58,704,.817.84 _233,868,4190.2 


$336,528,287. oi 
ecrempmmmaraemeenraee 


* Not including 226,167 shares owned and held from December, 1917 
by Union Carbide Company, a subsidiary. 


SURPLUS 


EarNED SURPLUS AT JANUARY 1, 1935 $ 49,457,674.07 


Add— 
Increase in Market Value of Mar- 
ketable Securities as of Decem- 


DEE ek PRD <6 ow nie @ 00's 0.010'5 6 0 ale ee dbie aise ae 570,984.63 


$ 50,028,658.70 
Deduct— 


Decrease in Dollar Value of Net 
Current Assets Due to Varia- 
tion in Foreign Exchange Rates.$ 

Obsolete Property Abandoned.... 

Other Items Not Affecting 1935 


124,500.68 
626,138.93 














SOBPRTIOOS  .ccscrccccsv cesses 80,207.26 
Premium Paid on Retirement of 
Bonds and Preferred Stocks of 
Subsidiary Companies........ 2,611,908.25 — 3,442,755.12 
$ 46,585,903.58 
Add— 
Net Income for Year (see opposite)............ ae rare 86 
s% 73,s 152 44 
Deduct— 
Dividends Declared on Capital - 
Stock of Union Carbide and 
Carbon Corporation : 
No. 70—40c per share, paid April 
SEMMMBD Sees cicicirc aes co exes anid $ 3,600,297.20 : 
No. 71—40e per share, paid July " 
hee ee ieee ren 3,600,297.20 
No. 72—40e per share, paid Octo- 
ber 0 See 3,600,297.20 
No. 73—50c per share, payable 
SADUATY 1, TOBG ioc occiccc sis 4.500,371.50 
$ 15,301,263.10 
Less Dividends on Reacquired Cap- 
BUSS in AcG anes ce 050% a9 165.928.50 15,135.334.60 
Earnep Surptus at DeceMBER 31, 1935......... $ 58,704,817.84 
Ri htentetentieetteeteeeneanee 
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Managing Editor 


PROGRAM velt’s long awaited message 
to Congress on relief ad- 
vances this problem no whit nearer solution will disap- 
point only those who expected something different. 
In effect, it is a request for blanket appropriation of 
another $1,500,000,000 for W P A. This sum added 
to existing unspent relief funds will make a total of 
$3,100,000,000 available for the 1937 fiscal year, a 
reduction of $400,000,000 from the present year’s 
relief outgo. 

Thus the President has made another gesture toward 
budget retrenchment, but without committing himself 
to it. There is still a blank space, for he frankly states 
that the money he asks will not suffice unless industry 
in the coming fiscal year employs many now on relief. 
He points to substantial employment gains but observes 
that these have been “inadequate.” His only suggested 
remedy is that business launch a co-operative drive, 
industry by industry, to expand production and em- 
ployment. 

Through it all runs an inference that Mr. Roosevelt 
still deplores the passing of N R A, despite the strong 
gains in production and payrolls that followed its 
demise and that are continuing. Through it all runs 
a challenge to “industry” to prove the effectiveness of 


C.G. Wyckoff 
Publisher 

















private initiative by increasing employment if business 
would avoid any form of Government supervision. 

The President ignores or overlooks the simple reality 
that continuing depression in construction, the heavy 
industries and foreign trade accounts for the great bulk 
of existing unemployment. Construction, despite 
marked improvement, has recovered not more than 25 
per cent of its depression decline. Foreign trade is less 
than half what it was in 1929. Capital goods industries 
in the aggregate are still some 33 per cent under normal 
volume. Directly and indirectly, incomplete recovery 
in these branches of our economic activity account for 
the fact that construction workers, domestic and per- 
sonal service workers and farmers or farm laborers 
constitute a large majority of all individuals now on 
Federal relief. 

In manufacturing industry employment is fully in 
line with production, especially so in the ten most 
highly mechanized industries which, as shown by a 
study of the Machine Tool Builders Association, now 
employ 94 per cent of the labor of 1929. Hence, 
neither a co-operative employment drive by manufac- 
turing industry nor another N R A experiment can 
have a ghost of a chance to solve the essential problem. 
Mr. Roosevelt would have been on firm ground had 


he said: 











; BUSINESS, FINANCIAL and INVESTMENT COUNSELORS 
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Theodore M. Knappen 


Laurence Stern 
Associate Editors 


The Trend of Events 


THE RELIEF ' ‘HE fact that President Roose- 
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“We have experienced a heartening recovery, but it SIMPLIFYING SIMPLER corporate 
is still far from complete in such vital fields as con’ CORPORATIONS structure evidently is 
struction, heavy industry and foreign trade. Pending j something growing more L 
further revival, now promisingly under way, in these and more desirable to American business. United 
key activities, we are under the obligation of continu- States Steel, Bethlehem Steel, Pacific Gas & Electric 
ing humane public relief, the cost of which is well anda host of others are among those that have recently 
within our national resources.” taken steps to eliminate subsidiaries and give them- 
Regrettably, the President said nothing so realistic. selves less of a holding company flavor. This is the 
result of the legislative attack on public utility holding 
—_— companies and the fear that it will spread to all hold- 
ing companies; also responsible is the prohibition of 
PROFITS AND OBODY likes taxes. Busi- consolidated tax returns which, in the past, permitted 
TAXES ness men do more com- the parent company to deduct losses sustained by un- 
plaining about them than profitable subsidiaries from the earnings of others. 
any other affliction, not excepting stormy weather. But Then, too, in some instances there is the factor of 
in these days when talk of a new tax program fills | operating economy and administrataion. Stockholders - 
the newspapers one will find it worth while to take will raise no objections to a tendency making for 
a look at corporate profits. The plain fact is that they simpler corporate structures. From their standpoint, pal 
have gone up much faster than taxes; and if recovery anything that will result in a tax saving or operating mc 
continues—as we are confident it will—they will con- economy is desirable, to say nothing of the beneficial ide 
tinue to move up faster than taxes, for the higher the _ effect of more easily understood and appraised balance the 
profits, the less need for drastically higher rates. The sheets and earnings statements. It is only a pity that b 
profits of 895 corporations compiled by the National the varied laws of the different states will not permit _— 
City Bank increased 46.9 per cent in 1935. In agri- the good work to proceed further and faster, but pro- prc 
cultural implement, automobile, heating and plumbing, gress is being made. ing 
machinery, non-ferrous mining and textile product shr 
groups the gains ranged from 106 to 605 per cent. —_— it | 
There is a well known quip in which the business man wo 
says to the tax collector: “You take the profit and I'll MAN BITES HEN a man bites a dog that 
take the tax.” But, of course, he was only kidding. DOG is news, and it sometimes 
happens. Thus we see the pol 
— Merchant Truckmen’s Bureau of New York buying its 
advertising space in the New York Times to complain anc 
NOTHING TO IGNIFICANT sta’ bitterly that the railroads are seeking a trucking mo- —_ 
VIEW WITH ALARM tistics relating to | nopoly. The shoe was on the other foot when unregu- I 
the effects of the lated truckers were running wild in competition with 
trade agreement between Canada and the United the regulated and over-taxed railroads. Not long ago pot 
States which became effective January 1 are lacking, railroad investors were having nightmares in which the 
but such figures as we have do not indicate anything the big bad truckers figured as a towering hobgoblin, dol 
to please the friends, or dismay the opponents of the but the very success of the truckers brought inevitable be 
agreement. The agreement aimed at an increased vol- _ retribution. On the one hand, it swept them under I ; 
ume of trade between the two countries, but volume = Federal regulation in their interstate operations as 
would gain with economic recovery regardless of tariff | common carriers. On the other hand, it invited the fror 
changes. The agreement can not be appraised until railroads to go into the truck and bus field in logical ear 
economic conditions in both countries return to normal. co-ordination with rail facilities. to 
It is evident that so far the United States has not What could be more natural? Since the bulk of tha 
experienced any harm. The only concrete instance all freight must be moved by both train and truck, | 
of current injury to Canada is that 320 printers have _it obviously follows that the maximum economic efh- — | 
lost their jobs because American magazines can now _ ciency lies in one or the other taking over the whole yie 
serve their Canadian circulation from their home shops. operation from shipper to consignee. Most railroads nov 
That is nothing compared with the benefits Canada _ possessing greater resources and experience than most I 
derives from the continuance of the pulp and paper truckers, our bet is that the railroads will take over gre: 
export provisions. Taken as a whole, however, the _ the trucks. im 
, , i 
agreement is bound to win favor in both countries if : 
it results in more mutual trade than in the past. That — — 
it is as certain to do. The North American continent cor 
is a near economic entity by decree of nature. Cone THE MARKET UR most recent investment exc 
formation of trade to that fact can not fail to be © PROSPECT advice will be found in the cory 
good. It was good in the far past, it will be good discussion of the prospec- tos 
in the future. Because of Canada’s natural economic tive trend of the market on page 686. The counsel S 
afhnity with us, she offers a greater opportunity for | embodied in this feature should be considered in con- Coté 
our reciprocal trade program than any other country. nection with all investment suggestions, elsewhere in lars 
Latin America should be the next best bet. this issue. Monday, March 23, 1936. mo! 
By 
- , unc 
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As 1 See It 


—~ By Charles Benedict 


Not Too Bad Taxation 


LTHOUGH the principle of paying out 

a large proportion, if not all, of a com- 
pany s earnings—after ample reserves—is com- 
mon practice among British corporations, the 
idea comes as something of an innovation to 
the American public. To judge from the 
absence of vociferous protest, however, the 
proposed tax on undistributed corporate earn- 
ings is not too disagreeable. The political 
shrewdness of the measure is obvious. In fact, 
it is doubtful whether any other tax proposal 
would have been as well received. 

But the novelty of the new tax and the 
political sagacity of its introduction are not 
its only significant characteristics. Its scope 
and collateral effects suggests that something 
more than revenue raising is behind it. 

In the first place its 
potentialities for producing 
the desired return in actual 
dollars of taxes paid must 
be recognized as something 
less than the sums expected 
from it. Unless corporate 
earnings subsequently prove 
to be substantially higher 
than those being reported, 
a lower revenue than that 
yielded by the various taxes 
now in force will result. 

If present plans in Con- 
gress carry through, the 
imposition of the new tax 
would cancel the present 
corporate income tax, the 
excess profits tax and the 
corporate stock tax which, 
together, are estimated to 
total close to a billion dol- 
lars for 1935, and probably 
more for the current year. 
By means of the levy on 
undistributed profits, the 
Treasury estimates a return 
of 1.6 billion; but after Con- 
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gress has made exceptions permitting the ac- 
cumulation of surpluses by banks, insurance 
companies and fiduciaries and provided for 
desirable larger reserves or even modest addi- 
tions to surplus of other corporations, all of 
which is logical and wholesome, it is doubtful 
whether the new tax legislation will bring in as 
much revenue as the combined taxes of the 
present system. 

This will put the Administration right back 
where it is now. In other words, it will be 
necessary to continue or resume a straight 
corporate income tax plus new excise taxes 
and an ultimate broadening of the individual 
income tax rate. Such additional measures will, 
no doubt, be left, however, until the next session 
of Congress, after the November election. 

If the present tax pro- 
posal is so dubious from 
the standpoint of increased 
governmental revenue, 
what other objectives may 
be ascribed to it? It has 
been stated that it will re- 
sult in a faster turnover of 
money. This is probably 
true. Rather than pay ex- 
cessive taxes many corpor- 
ations would unquestion- 
ably be more liberal in ex- 
penditures of all kinds. In 
other words, the urge to 
show earnings in excess of 
dividend requirements—to 
build up surpluses against 
hard times—is in many 
cases likely to be supplanted 
by increased advertising ap- 
propriation, larger salaries, 
bonuses and increased ex- 
penditures in all directions 
except capital investments. 
In cases where no change 
in corporate policy results 

(Please turn to page 746) 
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What’s Ahead for the Market? 


By A. T. MILLER 


HE stock market in recent developments has 

had some very plausible excuses for going 

down—had it felt in the mood. There was 
the European diplomatic crisis which for a time looked 
bad and made markets throughout the world some- 
what jittery. There was the President’s proposal that 
Congress revolutionize our whole system of Federal 
taxation of corporations—an innovation which, how- 
ever much subject to bullish specu- 
lative interpretation in some in- 
stances, could hardly fail to leave 
large investors and company man- 
agements under a cloud of uncer- 
tainty pending the working out of 
the final draft of the bill and revela- 
tion of the specific rates. Third, 
there were the disastrous floods in 
a half dozen important industrial 
centers of the Middle Atlantic 
States and New England, which not 
only resulted in heavy property 
damage but in a stoppage of many 
production activities in consequence 
of which the business indexes will 
be unfavorably affected for the next 
week or two. Farm prices fell to a new 1936 low. 

The worst that can be said of the market's per- 
formance under this assortment of news is that it 
has been very irregular. Even had there been no 
disturbing news whatever, no complaint could be 
had with this performance in view of the fact that 
the market had been in an advancing trend for a 
solid year, had forged ahead throughout the January- 
February decline in business activity and needed a 
period of technical adjustment preliminary to specu- 
lative exploitation of the spring rise in business, now 
in progress. 

It is our view that this adjustment, at least in the 
more favorably situated groups, has been sufficient 
for all needed internal correction in the present 
setting. It has been accompanied by an average trad- 
ing activity considerably under the highest levels of 
February; and at recent lowest prices it had carried 
a considerable number of issues down 10 to 20 per 
cent from the year’s best prices, notably in rails, 
rail equipments and various temporarily over-ex- 
ploited equities in the favored heavy industry field 
such as machine tool and building materials stocks. 

As in various similar periods during the past year, 
cerrection of temporary speculative over-exploitation 
has been on the “installment plan,” shaking down 
one group or another or various individual equities 
without producing any semblance of general liquida- 
tion. This is to say that in both advance and reaction, 
the market remains a highly selective affair. 

At this writing firm rallying tendencies again pre- 





vail with excellent industrial leadership, in marked 
contrast to the February excitement in a host of low 
price stocks. Such seasoned and prominent favorites 
as American Smelting, International Harvester, Gen- 
eral Motors and Standard Oil of New Jersey have 
reached new highs for the major recovery. 

Even though underlying monetary uncertainties 
have not evaporated and can not do so as long as 
the Government's budgetary infla- 
tion continues and the prospect of 
international stabilization of cur- 
rencies remains remote, the big idea 
in the present market nevertheless 
is corporate earnings and confidence 
in a longer recovery trend, against 
which the fact that many stocks are 
high on current earnings is without 
much influence on either investment 
or speculative reasoning. 

Certainly the movement is with- 
out any semblance of inflationary 
sentiment, what with the commodity 
price index at a new low for the 
year—due chiefly to reaction in 
farm products on the prospect of 
substantially larger crops—and with increasing indi- 
cations that the spending spree at Washington has 
probably passed its peak, at least in appropriations, 
with Congress increasingly aware that prodigality 
with public funds works both ways in that it provokes 
general public distaste while at the same time pleasing 
particular benefitted groups. 

Aside from the pending magical tax bill—a thing 
of political genius in that it has apparently displeased 
very few people and has brought strangely little pro- 
test from business—the current session of Congress 
remains remarkably quiet, in sharp contrast with the 
previous two or three sessions of frantic “must” 
legislation. 

Even though there is a hint in the President’s relief 
message that business must make greater progress in 
absorbing the unemployed if it would avoid any 
form of Government intervention, the implied warn- 
ing, judging by the limited press comment, apparently 
leaves both business and the general public apathetic. 
The popularity of Government planning reaches a 
new low every month that business and the stock 
market move higher; and the “breathing spell” in 
Congress is tacit recognition of that fact, however 
much the “Brain Trust” may yearn for further ex- 
perimentation. On the whole, it is highly improbable 
that Washington developments in coming weeks will 
give the stock market any cause to take its eyes off 
second quarter business and earnings. 

In the foreign excitement there is also, fortunately, 
an interlude. The squabbling European diplomats 


THE MAGAZINE OF WALL STREET 





for } 


The technical position has been strengthened by recent irregularity 


and selective reaction. We believe the nearby outlook favors in- 
termediate trading commitments, while the longer term investment 
prospect continues preponderantly favorable. The requirements 


in this market remain careful discrimination and patience. 





shake their fingers at Germany but know well that 
their nationals do not want war. So the recent crisis 
has apparently resolved itself into a debate, and the 
longer nations debate the less chance there is of a 
spark that will touch off explosion. On present indi- 
cations there is to be another peace and disarmament 
conference, probably in May; and even though such 
conferences usually settle nothing more than tem- 
porarily, they do serve to prolong the armed truce. 
We see no reason, therefore, to believe the European 
news will be a decisive stock market factor during 
the next few weeks or months. 

As for the extensive flood damages, especially in 
Pennsylvania steel centers and in New England fac- 
tory cities, it may have temporary adverse effects 
cn a few stocks, but natural disasters are almost never 
cf important stock market influence, especially when 
the underlying economic cycle is pointing upward. 
The consequent probable check reflected in the com- 
posite indexes over the next fortnight or so will be 
recognized as temporary and meaningless, just as 
was the temporary business recession in January and 
February, due to a lull in the motor industry which 
was caused both by severe winter weather and by 
heavy stocking of dealers with 1936 models during 
the closing months of last year. Moreover, production 
losses in flooded cities will be offset in large measure 
by the shifting of orders to plants in areas unaffected. 


With automobile production and retail sales now 
rising in satisfactory manner, the trend of general 
business activity wil be upward at least well into the 
second quarter, supporting a favorable level of ac- 
tivity in the steel industry, although the current 
operating rate of 61 per cent of capacity, the highest 
with one exception in six years, is due partly to heavy 
placing of orders prior to the expected stabilization 
of prices for the second quarter. 

It will be of no concern to business that excess 
reserves of member banks of the Federal Reserve 
System during the latest week have shown the largest 
weekly decline on record—$650,000,000, reducing 
the total to the lowest figure since last summer. This 
merely reflects recent Treasury financing, heavy in- 
come tax receipts and payments for maturing obliga- 
tions; and will probably be followed by a gradual 
rebuilding of excess reserves as the Treasury disburses 
its enlarged balances. Since excess reserves have long 
been far in excess of needs and have been regarded 
by some as an invitation to credit inflation, the reduc- 
tion is a wholesome step. 

In short, there is nothing in the credit or business 
or political setting that justifies any change in basic 
investment policy. As for many months, both in 
investment commitments and intermediate specula- 
tion, the requirements in this market are careful 
selection and patience. 
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Happening in Washington 


Foreign trade — Ad- 
ministration is redoubling 
efforts to extend foreign 
trade. Department of Com- 
merce is sloughing off poli- 
tical employees. . . . More 
than a dozen in domestic 
district offices have been 
retired. .. . Secretary 
Roper is becoming an “en- 
trenched wealther”; Asst. 
Secy. Ernest Draper likes 
to be seen with big business 
men. Foreignactivitiesof the 
Bureau of Foreign and Do- 
mestic Commerce are be- 
coming more and more ag- 
gressive under Alex Dye, 
new (non-political) direc- 
tor. Return to Hoover pol- 
icy of drumming up busi- 
ness from the passive policy 
of merely collecting and 
disseminating information is 
noticeable. ... Businesses that 
have suffered from the spe- 


oy SK. TF. 








Washington Sees— 


High pressure on foreign trade—Department of 
Commerce metamor phosis—Government as sales 
agent. 


Labor getting more and more restive. 


Labor Board unconstitutional,—but no decision until 
after election. 


Prosperity practically uncheckable. 


Biggest flood yet of public emergency money into 
business channels. 


Compromise on rural electrification billion dollar 
debt project for farmers—but will pass. 


Japan able to beat any tariff—the moving story of 
“variegated gloves” and the seventeen ships. 


Congress “in our midst” until June 1. 


Council of elder statesmen of business and eco- 
nomics coming. 


Walsh and Patman bills to pass. 


instead of Japanese valua- 
tion, effective March 2). 
Seventeen ships racing from 
Japan to reach American 
ports before deadline. But 
Japanese have already got 
around this new deal by 
tacking a little embroidery 
onto the gloves and thus 
taking them out of the 
classification affected by the 
order. 

Japanese must have 
foreign markets or per: 
ish. Necessity knows no 
law; they'll beat any 
tariff, but may be ve 
strained by quotas, em 
bargoes and gentlemen's 
agreements. No spe 
cial agreement with 


Nippon is likely. 


Special agreements, 
however beneficial they may 
be in toto make domestic 


cial trade agreements are be- 
ing compensated by efforts SI tlle ee 


soreheads cumulatively. 
. Every agreement 





to extend exports. . . . Mer- 

chant marine is gaining sup- 

port. ... Consolidated Exports-Imports Bank under Warren 
Fearson (successor to Peek) is bracing up, giving substantial 
support to exporters—2- to 3-year discounts—Treasury’s 
direct buying of silver from producing countries is help- 
ing. . . . Tariff relations are being pepped up. Countries 
discriminating against the United States in devious ways 
are being whipped into line by gentle diplomatic pressure, 
with supporting iron in sight. . . . In pending special trade 
agreement negotiations countries having an unfavorable 
balance of trade with U. S. are told that they may as well 
forget efforts to balance trade by tariff manipulations— 
foreign trade is considered as a whole . . . . Even the possibil- 
ity of encouraging export of capital is being considered! Such 
resumption has always been a factor in recovery from de- 
pressions. . New excise taxes on imports will not be per- 
mitted.—Sec. 336 of Tariff Law is to be invoked more and 
more to block special foreign drives against tariff defenses 
of American industries. 


Japan, most resourceful in picking out weak spots in 
our tariff, has just got a 336 shot. Case in point is 
knitted woolen gloves in variegated colors. Great fad for 
them was developed by American manufacturers. Japanese 
found they could easily undersell Americans notwithstand- 
ing stiff duty of 40 cents a pound on wool content of 
gloves and 35 per cent ad valorem. Tariff Commission was 
appealed to; result executive order applying American 
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pinches one or more 
American industries in 
the home market. Tariff revision withoua a revising 
act, may constitute in effect serious lowering of tariff 
levels. Republican prayer: ‘‘May all the contemplated 
trade agreements be operating before election; if so we'll 
have a lower tariff than under the Underwood Law— 
and industry, including labor, will know it.” 


Political horoscope—Impending political battle will 
be determined largely by publicity, genius or luck. Top 
Republican leader tells me that his nation-wide corre: 
spondence reflects an undertow of something comparable in 
its fervency to a religious crusade in the way of opposi- 
tion to Roosevelt. Fine receptivity thus provided for 
emotional campaign of “battle for the right” by land and 
air. Another national leader agrees and says Roosevelt 
can be beaten and the House of Representatives recovered 
if the Republican publicity is equal to its task. Senate's 
voted investigation of relief mess may start an anti-Roose- 
velt avalanche. 

Nevertheless, you should be warned again that prac: 
tically all cool commentators say that the Republicans 
have little chance. . . . They will fight hard to defeat fire- 
brand members of Congress. Little opposition will be 
offered to conservative Democratic candidates. . . . Pur’ 
pose is to get anti-toxin for the President into his own 
followers in Congress. “If we must have four ‘years 
more of Roosevelt let us make them harmless.” 
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Business prognosis pro-Roose- 
velt— All government authorities 
with business or economic contacts agree 
that in the course of events as now 
projected business will improve steadily. 
Farm income will approach $8,000,- 
000,000; government spending during 
next six months will be largest in his- 
tory for such a period; growing evi- 
dences of spontaneous business resusci- 
tation. Government in power always 
gets credit for business improvement— 
and nobody will block improvement in 
order to write unborn history. 


Hearings on bill taxing undistrib- 
uted profits are on. Bill will 
be reported to the House last week 
in March and may be passed by the 
end of the month. The Senate will 
worry it for six weeks. Some mem- 
bers of Ways and Means Committee 
think this session will last until about 
June 1. Relief bill quarrel will con- 
tribute to delay. Wéith tax money tor- 
renting into the Treasury, prospects 
are good that the processing taxes plan 
will be dropped. There is surprisingly 
little protest against profits tax which 
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CHESTER WRIGHT 


Killing of National Labor Board 
would be “destructive of purchasing 
power.” 


pleases the New Dealers, including Eccles, who has been 


incubating the plan for a long time. 


The bill is considered a laboratory demonstration 
that can be made now with a minimum of political risk. 
General tax revision will come next year. If the bill has 


Walsh 


matic” 


bad repercussions, out it will go, but if it has pleasing 


results to John Public, it can’t be blown out of place 


even by a new setup. 


Labor contends that if Supreme Court kills the 
National Labor Relations Board labor may have to go 
The Board is strongly pro-labor on its record 





socialistic. 
up to date—raises high hopes of labor 
leaders. If Supreme Court turns 


thumbs down labor reaction will be 
violent. Chester Wright, unofficial 
spokesman for organized labor, says: 
“Result will be destruction of the pur- 
chasing power coming from good wages 
and steady employment. This together 
with the fact that we can no longer 
count on the foreign markets, will force 
the country to adopt a plan of allo- 
cation and limitation of production 
under a bureaucratic and perhaps social- 
istic government. This means _ regi- 
mentation. It means collectivism. It’s 
collective bargaining or it’s collectiv- 
ism.” Court will not decide until after 
election. 


Wheeler Bill for expansion of 
power of Federal Trade Commission 
went through Senate Interstate Com- 
merce Commission with flying colors. 
Will certainly pass the Senate and 
probably get through the House. Re- 
sult will strengthen F T C in 
rivalry to be the executive agency of 
the proposed “constitutional” N R A 
restoration which is expected to even- 
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ALEXANDER V. DYE 


Aggressive head of the Bureau of 
Foreign and Domestic Commerce 


(Healy) Bill will pass. 
mood for it. 
N R A advance.” 


for labor protections in all government purchases. 





tuate in the course of another year. 


Tax bill leisure opens legisla- 
tive floodgates. Revenue measure— 
never dreamed of when Congress be- 
gan this session—will not be passed 
until sometime in May. This gives 
abundant time for the other measures 
to be considered. Also for popular 
pressure to be brought to bear. One 
beneficiary will be Pettengill Bill to 
prohibit block-booking and _blind-sell- 
ing in the leasing of motion pictures. 
Tense hearings reveal big line-up of 
education, religious and social groups 
in favor of bill. Some exhibitors are 
silently if not vocally strong for it. 
Even some producers and distributors 
are reconciled. 

Longer the time for the bill, 
better its chances. Best guess now 
is that a compromise will be 
achieved. Write to Representative 
Rayburn or Senator Wheeler, chair- 
man, respectively of House and 
Senate Interstate Commerce Com- 
mittees if you are interested in this 
merry business row now flopping 
around on Congress’ lap. 


Labor is in “ulti- 
“That much must be saved out of 
Just as a reminder, this is a measure 


Patman or equivalent measure (there's a flock of 
price bills) will pass in prolonged 
“Price discrimination must go. 
turers and wholesalers for a spoonful or carload.” 
nation-wide business problem involved. 
merchant pass. 


session of Congress. 
Same prices by manufac- 
Sore 
Shall the little 


Subterranean favor for this measure among 


some big manufacturers. After 
looking in the closet they’ will 
tell you that they detest all the vari- 
ous devices, open or furtive, to give 
favored buyers better prices. Others 
favor the many-price system because 
business without variable prices would 
he deadly—others, still, because it pro- 
motes vertical business alliances. Bas- 
ing points abolition bill has good chance 
of passage. 


No little N R A for Textiles—Iin 
House labor committee and will soon 
be reported favorably. Lacks White 
House okay. This bill names 35-hour 
week, minimum wages, limits shifts to 
two,—administration to be directed by 
a national commission with power to 
issue cease-and-desist orders. A “push- 
er” bill would authorize R F C loans to 
textile industry to be used in machine 
replacements. 


Norris-Rayburn Bill through 
Senate, House hearings in progress, 
will pass House, amended. Sharp fight 
in conference Senate will win. It’s 

(Please turn to page 746) 
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Prospects for the Next Three Months the cc 
, ; earnit 
for Leading Industries and Companies cent | 
preset 
share 
Orl 
By Joun D. C. WELpon nies 1 
ing g' 
Unior 
per ci 
and : 
USINESS activity for the quarter now closing has composite index of business activity but are confirmed in pectec 
B averaged 13 per cent higher than for the first | reports on current developments made to us by execu- times 
quarter of 1935 and thus has made the strongest ___ tives of many leading corporations. of 19 
first quarter showing in six years or since The steel industry, as this article is written, of co 
the first quarter of 1930. This is a remark- is operating at 61 per cent of capacity, as com- in the 
able performance when allowance is made pared with 51.7 per cent a month ago and 46.8 The 
for the unusual severity of the past winter per cent a year ago. The enlarged volume of dustry 
and for the fact that the trend was down- steel now going into such formerly laggard ing in 
ward during most of the quarter in reaction fields as railway equipment, machinery, farm first 
from a December peak which reflected unsea- equipment and construction is the most encour- ago, a 
sonally high production of automobiles, where- aging feature of present trends in this basic manu: 
as the comparison is with a rising trend in the industry. With improvement in demand from pectec 
first three months of last year. the motor industry now in progress, following highs 
Such results are especially encouraging be- a slack period resulting both from severe indust 
cause they reflect a persistent, confident broad- weather and from the heavy forward stocking son ¢ 
ening of the underlying recovery cycle in vir- . of dealers during the fourth quarter of last electri 
tually every major field of our economic ~ year, it is certain that steel operations will vision. 
activity; and for the further reason that they == climb higher in April and probably will attain ment 
have been unrelated to any speculative business | a second quarter peak higher than in several seconc 
influences in monetary or price factors, the © years. This movement will reflect chiefly a tors st 
trend of commodity prices, in composite, hav- | genuine consumption demand, the improved rising 
ing been moderately downward over these H outlook for price stability in the industry af- increa 
three months. 7 fording no basis for abnormal forward stocking. trial < 
We stand on the threshold of a second quar- * Through a high executive, the United States tion 
ter which, on present indications and barring __ Steel Corp., largest unit in steel, acknowledges moder 
any such surprise as a major European up- that it is “full of hope” for the second quarter pendit 
heaval, should produce an average business and that it sees nothing to interfere with the ties, : 
activity 18 to 20 per cent higher than for the improving trend in steel that has been under increa. 
second quarter of 1935. Such results will be way for some time. In recent weeks this com- fore th 
the best for this period of the year in seven pany has been particularly helped by a notice- consul 
years or since the second quarter of 1929. able improvement in the demand for heavier reason 
The first quarter recession already has been steels required in railroad equipment and sup- In 
reversed and the generally rising trend to be plies, construction, agricultural implements and Manu 
expected of the next three months will com- various miscellaneous lines. Throughout its shown 
pare with a moderate downward trend during markets steel is being increasingly purchased this y 
the second quarter of last year. to take care of long deferred maintenance and and ea 
In consequence of the above trends, aggre- obsolescence. It expects deliveries of heavy solid 1 
gate corporate profits soon to be reported for steel products to assume large proportions by tively, 
the first quarter will make an excellent showing the middle of April and believes that “there plants 
and second quarter earnings, in composite, will is present every element leading to better ating : 
be still better. For the half-year, therefore, it business.” Mai 
is a reasonable expectation that American busi- Chemicals go into an enormously diversi- Rubbe 
ness on the whole will earn as much money as fied number of products and industries, both furthe 
in the first half of 1930 and possibly more than reflecting the general business trend and, be- sharp! 
in any first half-year since 1929. cause of new developments, tending to run steadit 
These trends are indicated not only by our ahead of it. The Union Carbide & Carbon Co., this cc 
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one of the largest chemicals, is expected to better in the first _ statistical position of raw rubber is continuing to improve, 
quarter report the 59 cents a share earned in the same period as pointed out elsewhere in this issue. 
last year and believes the second quarter outlook is favor- On present indications output of automobiles for the first- 
able, especially for ferro-alloys. quarter will prove to have been about equal to the 1,109,000 
The American Telephone & Telegraph Co. probably units of the first-quarter of 1935, which should mean that 
knows more about general business conditions in this coun- first-quarter profits of the stronger motor and accessory 
try than any other corporation and knows it quicker—as is | manufacturers should approximately match the generally 
not surprising in view of the huge volume of American excellent statements of a year ago, costs having been well 
business that is transacted daily over its millions of tele- stabilized for some time. The effect of the early introduc- 
phones throughout the country. Its officials are confident tion of the 1936 cars and heavy production during the 
the present upward trend in telephone installations will closing months of last year is to spread out the producing 
continue at least throughout the half-year and probably season, smoothing out both the peaks and the valleys. As a 
beyond, making 1936 by a considerable margin the best year result the second-quarter output can not be expected to 
the company has had since recovery got under. First-quarter show any such gain over the first-quarter as occurred a year 
earnings from operations have run approximately 20 per ago. The same goes, of course, for earnings; but, for the 
cent over the figure for the first quarter of 1935; and on full season of the 1936 cars, volume and profits will unques- 
present indications the company should earn around $4 per tionably attain a new high of recovery. Although the ex- 
share on its common stock for the half-year. pected expansion in motor production during the next three 
Other communications compa- months will not lift the composite 
nies reflect similar trends of ris- business index, it will at any rate 
ing gross and net, with Western eliminate the drag operating on 
Union's gross running about 6 First Quarter Earnings of the general index during the first- 
per cent higher than a year ago ; quarter as a result of absence of 
and its first-quarter report ex- Leading Companies the former seasonal spurt in mo- 
in pected to show earnings fully six ne tor output. 
ue times the level of the first quarter Po _ The total volume of construc- 
of 1935, such results reflecting, Allis-Chalmers.......... 40.02 0.45 tion during the first-quarter has 
n, of course, the leverage involved Am. Water Works & Elec. 0.94* 1.50* run nearly double the rate of a 
n in the company’s capitalization. pred — Penanniaanes — oa year ago, despite the handicap of 
.8 The electrical equipment in- Raion aad nye + abnormally severe winter weather, 
of dustry has experienced a gratify- Chrysler............... 2.12 2.35 which not only retards actual 
rd ing increase in volume during the Commercial Credit. ..... 1.09 1.25 building but tends to some extent 
m first quarter, relative to a year > een alll — — to retard contract awards. If we 
: etroit Edison.......... 4.22 8.25 a 
1 ago, and profits of all prominent Ceiineti © .88 0 65 are not badly mistaken—and we 
ic manufacturers in this field are ex- General Electric........ 0.19 0.30 don’t think we are—the compari- 
m pected to reach new recovery General Motors......... 0.68 1.25 son with a year ago will be ma- 
1g highs during this half-year. The Sees tos a jae pee terially better during the next 
re industry is now entering its sea- oe 0.32 0.50 | three months, resulting in further 
1g son of expanding demand for LibbyeOwenseFord...... 0.88 0.90 marked recovery of long de- 
st electric refrigerators and this di- Montgomery Ward...... 0.40 0.60 pressed earnings of the more im- 
II vision, both in new and replace- apg <0: aaa ee pape portant companies in this field. 
: orfolk & Western...... 3.07 4.50 ; : 
in ment demand, will set a new aa 107° 140° All of the better companies in 
al second-quarter high. Other fac- Pacific Gas & Electric... 0.40 0.65 this line will report first-quarter 
a tors strongly in its favor are the Pacific Lighting......... 3.27° 4.50° earnings far ahead of a year ago 
d rising recovery in construction, ee 2 prone | and the comparison should be 
5 . . a A Phillips Petroleum. ..... 0.37 0.85 ‘ 
f- increasing expenditures for indus- Scualig Disilion...... 1.51 1.50 equally favorable, if not better, 
"a trial and commercial moderniza- Union Pacific........... 0.36 0.85 for the second-quarter. Typical 
>s tion and re-equipment and Western Union......... 6.28 1.46 of what is going on in building 
5 moderately increased capital ex- —— a = “— and renovation, paint sales by the 
Tr penditures by the electric utili- * 12 months ended March 31. Sherwin-Williams Co. thus far 
e ties, some of which will need this year are reported to have run 
t increased generating capacity be- approximately 28 per cent above 
\- fore the end of the year if present a year ago. The Pittsburgh Plate 
>, consumption of electricity is maintained, and there is no Glass Co., makers of flat glass, paints and brushes, forecasts 
r reason to suppose it will not be. substantially larger sales in the months ahead. As another 
y- In this field officials of the Westinghouse Electric & example, sales of common bricks in the Greater New York 
d Manufacturing Co. state that the strong upward trend area thus far this year have been 52 per cent larger than 
s shown last year has continued up to the present and believe a year ago, even though held back by severe weather. 
d this year will be substantially better than 1935 in volume Cash farm income so far this year is estimated to be run- 
d and earnings. This company’s refrigerator division is booked ning about 8 per cent higher than a year ago, despite the 
y solid for some time to come; and divisions making, respec- tact that Federal benefit payments have been substantially 
y tively, large generators and gasoline driven light and power less than a year ago. Estimates for the second-quarter, of 
e plants for rural use have shown a surprisingly strong oper- course, are hazardous, since results will depend upon the 
r ating rate, which is continuing. weather in important part but, given average weather con- 
Marked improvement in the business of the United States ditions, it appears a good guess that farm prices will average 
- Rubber Co. during the closing months of last year has been moderately lower than a year ago but that enlarged volume 
) further accelerated and earnings for the half-year will be will more than offset the unit price decline, thus resulting 
. sharply higher than for the first-half of 1935. Present in at least a moderately larger cash farm income than in the 
1 steadiness in rubber and cotton prices is advantageous to — second-quarter of 1935. Moreover, Federal benefit pay- 
' this company and all others in the rubber industry and the (Please turn to page 738) 
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Building Boom Gets Under 


ay 


Residential Construction Going Forward Rapidly— 


Many New Materials Favor Selected Companies 


By Warp GatTEs 


have little to do with it, at 





T is already clear that this 
is to be a building year, 


least this year. There has been 





as 1935 was an automo- 
bile year; for whereas last 
year’s most conspicuous in- 
dustrial performance centered 
in automobiles, the 1936 spot- 
light focuses on construction. 
Despite: the fact that over 
great areas of the country the 
winter. now ending was the 
most severe in fifty years, total 
construction contract awards 
in thirty-seven states east of 
the Rockies for the first seven 
weeks of this year, as reported 
by the F. W. Dodge Corp., | 
were $309,015,000, as com- | 
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much talk of a vast Federal 
housing program, but no ac 
tion; and President Roosevelt 
himself has now stated in press 
conference that the program 
is a “mess” because of the in- 
ability of the various groups of 
experts to agree on a workable 
policy. Present indications 








are that the problem will be 





left in the “study stage” for 
some time, probably until Con- 
gress assembles again next 
January. 

Meanwhile we will never: 
theless see a gratifying, possi- 














pared with $115,400,000 for 
the corresponding weeks of 
1935. Even sharper gains should be seen this spring. 

Engineering construction awards in February, as reported 
by the Engineering News-Record, were $164,499,000, a 
gain of 142 per cent over February, 1935; while the com- 
bined January-February total was 109 per cent above a 
year ago. 

From Washington, Stewart McDonald, Federal Housing 
Administrator, states: 

“Building activity for the first two months of the year 
clearly points to a higher volume of residential building than 
we formerly expected. Judged on our performance last 
year, we felt that residential building this year would reach 
175,000 new homes. This is more than double the number 
of all residential units for 1935. Today the picture is 
changing and I am confident that 250,000 new homes in 
1936 are not too much to expect. January and February 
building operations are right in line with this estimate and 
our newest survey indicates that no time will be lost in 
getting a strong building movement under way this spring.” 

The backbone of this movement, now speeding up on 
the threshold of spring, is just what it always has been in 
previous housing booms after long years of under-building 
—namely, demand for new homes on the part of the great 
American middle class. 

Publicly financed slum clearance and governmentally-sub- 
sidized low-cost houses for the lower income classes will 
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bly startling, jump in construc: 

tion, privately financed; and 
the Government is not without a large share of credit 
for this result, since itt H O L C mortgage refinancing 
played a major role in turning the tide of real estate 
deflation and since the innovation of the long-term amor- 
tized first mortgage introduced by the F H A has taken 
hold with a vengeance, directly and indirectly, on mortgage 
lending policies in most of the traditional sources of mort- 
gage credit. 

Nor, this year at least, will the prefabricated house play 
any considerable part in the housing revival. Like the 
Government’s low-cost housing ambitions, it also remains 
largely in the “study stage.” The basic difficulty, of course, 
is that there are no economies in full prefabrication except 
on large volume and to attain large volume will take con- 
siderable time, since there are not only manufacturing prob- 
lems to be solved, but equally complex problems of distribu- 
tion and of educating public taste. 

In the meantime, with slow evolution in the varying 
techniques of prefabrication, there is in evidence a much 
faster trend toward partial prefabrication in which literally 
scores of corporations, some of national and many of local 
chracter, are offering all manner of “parts” which offer ad- 
vantages of quality or economy or both and which will 
increasingly compete with such traditional materials as 
lumber, brick, plaster, tile, slate, etc. 

This much is certainly true: that never before has the 
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home builder or the operative builder had so wide a choice 
of available structural materials at competitive prices, what 
with some new materials offered on the one hand and new 
uses of and improvements in many old materials on the other 
hand. No material in the race for housing favor—lumber, 
steel, copper, glass, tile, slate, plaster, asbestos, asphalt, 
plastics, brick, cement—can be counted out of the running, 
for each is allied more than ever before with research and 
aggressive selling. 

The fewer the number of parts or pieces you have to 
put together to make a house, the cheaper the cost. There 
is a definite trend toward “parts” that serve this purpose, 
not only without loss of quality but with added quality of 
durability or appearance or both; and the obvious advantage 
of this approach, unlike full prefabrication, is that it fits 
into the existing distributing channels without treading on 
any toes among local dealers, builders, real estate men or 
architects and—what is also of practical importance—with- 
out unduly rubbing well organized building labor the wrong 
way. 


New Building Materials 


Along with this trend toward panels, of innumerable 
materials, for walls, floors or other areas, there are even 
stronger trends toward modern insulation, available in half 
a dozen or more types, and toward automatic, air-condi- 
tioned heating systems marketed by many nationally-known 
manufacturers. 

In the competition of materials from now on it appears 
probable that glass will play a substantially larger role than 
in the past, when its 
use in construction 
was confined chiefly 
to windows. Glass 
wool, which Owens 
Illinois Glass has de- 
veloped is already in 
increasing use for in- 
sulation and in ex- 
perimental use for 
fabrics, and glass 
blocks produced by 
the same company 
will almost certainly 
open up a big new 
market for the glass 
industry. Glass wool 
is not only an effec- 
tive insulation, but is, 
of course, waterproof, 
fireproof and vermin- 
proof. Glass blocks, 
which in themselves 
possess an insulating 
quality, lend them- 
selves readily to nu- 
merous structural 
uses, both practical 
and decorative. They 
are transluscent but not transparent. While they can 
be used for outside walls of anything from a cottage to a 
skyscraper, their biggest present market would seem to be 
that opened up to them for use in bathroom and kitchen 
walls and sun porches. In such uses the glass block can com- 
pete in price with tile, but for most other home areas it is 
unlikely soon to be a formidable competitor with the older 
materials. 

Lumber not only appears destined to remain the most 
widely used of building materials—with competitive inroads 
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Twice as many houses this year as last. 


far less important to it than an over-all recovery in construc’ 
tion that will greatly benefit all materials—but is also pre- 
pared to make a place for itself in any demand for panels. 
The United States Forest Products Laboratory at Madison, 
Wis., has pioneered in plywood panels that are durable and 
weather resistant, with the additional advantage of light 
weight. In this laminated wood method sheets of plywood 
are glued to opposite sides of a wood frame, utilizing the 
“stressed covering” principle developed in airplanes. Sev- 
eral companies are now commercially exploiting plywood 
panels. Lumber also will enter the house of the future in 
the form of fabricated pressed wood products, such as are 
nianufactured by the Masonite Corp. 


Steel and Cement in Demand 


Pre-cast concrete units of lighter weight are another new 
departure in materials and is being aggressively pushed by 
the Portland Cement Association in national advertising, 
small-house design prize competitions, etc. Following in 
the same direction toward lighter weight without loss of 
strength, brick manufacturers are experimenting with re- 
enforced panels, precast on the building site. These panels 
are one brick thick, with re-enforcing rods in the mortar 
joints. 

Steel and steel alloys are also making an increasingly 
aggressive bid for housing favor in forms ranging from 
frame members to walls and even fully fabricated steel 
houses. Most such manufacturers, however, are offering 
“parts” rather than complete assemblies. The structural 
suitability of steel for frames needs no comment, but its 
disadvantages have 
been price and lack 
of local availability 
in any wide range 
of lengths and sizes 
—the latter being no 
disadvantage in lum- 
ber, which the car- 
penter can readily cut 
to fit. Though at pres- 
ent lacking any large 
demand, there pos- 
sibly may be a con- 
siderable future mar- 
ket for fabricated 
steel panels — two 
sheets of steel with an 
insulation between— 
which serve not only 
as wall but structural 
frame. Various com- 
panies are now pro- 
moting this method, 
not only in offering 
“parts” but in fully 
prefabricated low-cost 
houses. Companies in 
this field of steel and 
steel alloys for resi- 
dential building include American Rolling Mill, Stran- 
Steel Corp., which is a subsidiary of Kelsey-Hayes Wheel, 
H. H. Robertson Co., Insulated Steel Construction Co., 
Edward G. Budd Manufacturing Co., Martin-Parry Corp., 
the Ferrocon Corp., Columbian Steel Tank Co. and various 
others. 

Edging into the picture, but thus far in experimental and 
promotional stage, are to so-called aluminum and copper 
houses. Two of the latter have been built for demonstra- 

(Please turn to page 736) 
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Government Gaining Control 


of Credit 


A Hazardous Tendency Which Security Financing May 


Offset—Banking Functions Gradually Being Supplanted 


By J. C. CriFrorp 








USINESS ex- — 
panding all 
Changes in Loans and Investments of All 
Member Banks 


around,but 
who's generating the 
power —the so-neces- 
sary credit. It is cer- 
tainly not coming from 
old line sources. The 





= ae At one time, particu 
larly during the pas 
sage of the security 
legislation, much was 
heard to the effect that 
there could be no re 
covery without the cap- 
ital market and _ that 


(In millions of dollars) | 
Dec. 31 June 30 Dec. 31 | 
1929 1932 1935 


Total Loans to Customers (except banks)... . 23,193 15,267 10,531 
banks are not supply- Brokers’ Icans, N. Y. City.............. 1,660 278 1,048 this was being put per- 
ing it. The capital mar- To others on securities................. 8,488 5,592 3,087 manently on ice by our 
kets are slack in Tela- Acceptances and Commercial Paper Purchased 582 469 482 law-makers in Wash 
tion to all the activity. ington. Yet, although 
This is a strange con- ee — the issuance of new 
dition. Remember how, ener: =--=-- — —— ae securities has not been 
in the last boom, brok- eo cota win wie 5,921 5,786 5,506 | going at full speed, 
ers’ loans reached astro- RRA mo se aenp a hckeeb eh oe scpsswees 33,865 24,755 **31,072 | there has been some 


nomical figures; how 
the capital market 
boiled and how for- 


immediate withdrawal. 








* Prior to December, 1933, figures include inter-bank deposits not subject to 
** As of November 1. 


new financing and one 
| cannot substantiate the 
| charge that except for 











tunes were made over- 
night in stocks still on 
a “when issued” basis? Then, it was the banks which 
financed the stock market and the stock market which 
financed industry and, incidentally, put on a show com- 
parable in splendor to the quantity of fuel it was being fed. 
Today, we have improved business and something approach- 
ing a boom in stocks, but no bank loans to speak of, making 
it clear that another source of credit has been tapped. The 
new source is the United States Government. 

For this country, such a development is entirely new, at 
least in time of peace. We have arrived at the point where 
credit (don’t confuse with money) is no longer a province 
dominated by the individual—as it should be—but by the 
United States’ Treasury. The Federal Reserve System, 
whose resources are the resources of hundreds of individual 
banks, in turn the property of depositors and stockholders, 
is no longer the principal factor in determining the use of 
credit. Even the new laws which supposedly have vested 
in the System additional powers to control the use and 
abuse of credit do not alter this fact, for in actuality its 
operations are now dwarfed by the operations and new 
power of the Treasury. 

Let us reach the indictment step by step: first the paucity 
of new financing, then bank loans, finally, the Government's 
outpourings of credit and the dominant part they are playing. 
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the two Securities Acts 
it would have _ been 
much larger. The volume of new corporate securities issued 
last year approximated five billion dollars or well over twice 
the amount of the previous year and not far from five times 
the total reported for 1933. Nevertheless, last year’s show 
ing compares unfavorably with the figures of $10,000,000, 
000 for 1929 and $7,800,000,000 for 1928. 

More important, however, than any difference in quan: 
tity between the financing of last year and that of the late 
boom is a difference in character. Last year, refunding 
cperations accounted for roughly 70 per cent of the total, 
whereas in 1929 all but some 14 per cent represented new 
capital. It can hardly be, then, new capital, raised by pub- 
lic subscription that is providing the main motive power 
for the present business expansion. 

Nor can it be attributed to the banks. At the end of 
last year, all member banks of the Federal Reserve System 
reported that they were making loans to customers (except 
banks) in the amount of only $10,531,000,000. This is only 
a hundred million or so above the low of recent years, 
whereas it is some $500,000,000 below the amount out- 
standing June, 1932, which is usually conceded to have 
been the absolute depression nadir. In other words, bank 
customers today, despite the revival in business, are utiliz- 
ing much less bank credit than they did at a time previous 
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when there was, comparatively speaking, little if any busi- 
ness to do. 

That business is growing less dependent on the banks 
can be seen in another way. As has been said, the banks, 
aided by “loans for the account of others” financed the 
stock market boom of 1928 and 1929 and the stock market 
financed business. As the depression deepened, the total of 
loans on securities was gradually whittled away; the banks 
meanwhile becoming more and more obsessed with the idea 
of liquidity and refused direct financing of business in all 
except what were regarded as the safest loans. It is true 
that, although the total was not impressive, some sizable 
loans were made in the early years of depression. For 
example, there were the loans made to the New York Cen- 
tral R. R.; at the end of last year these were still outstand- 
ing in the neighborhood of $63,000,000. Anaconda Copper 
reported at the end of 1932 bank loans of $70,500,000, 
obtained mainly to carry huge metal inventories. 


Bank Loans Being Refunded 


Even these, however, are now being refunded. Not 
long ago Anaconda sold a _ $55,000,000 debenture 
issue and with the proceeds entirely liquidated its unpaid 
bank loans. New York Central is engaged at this moment 
in putting the finishing touches to its own plan for liqui- 
dating bank loans through the sale of bonds and notes. 
Last December, Ludlum Steel and Glidden both sold com- 
mon stock, while Schenley Distillers sold preferred; in 
each instance the principal object being the repayment of 
bank loans. 

There seems to be, also, the first signs of a disposition 
on the part of prospective borrowers of “new” money to 
attain their ends through the sale of additional common 
stock rather than through the medium of the banks. United 
Aircraft, whose facilities are becoming over-taxed as a result 
of a flood of Government orders, is going to raise the 
money necessary for expansion through an offering of com- 
mon stock to present stockholders. The stockholders of 
Iron Fireman have approved 
the proposal to increase the 
number of shares outstanding 
from 300,000 to 360,000, the 
increase to be brought about 
by offering at $15 a share one 
new share for each five shares 
owned. Continental Can and 
Union Bag & Paper are other 
companies about to issue addi- 
tional stock and here again the 
reason is the enlargement of 
facilities. 

It is possible to look for- 
ward to a considerably greater 
volume of stock financing than 
anything seen so far. The 
stock market is likely to con- 
tinue a favorable factor. At 
the same time, it is hardly 
possible that we have heard 
the last of “inflation” talk and, 
so long as this is current, even 
though actual inflation be a 
remote possibility, talk alone 
will foster the demand for 
common stocks. There are, 
moreover, the effects of the 
plan now under consideration 
in Washington to tax undis- 
tributed surplus. If corpora- 
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Treasury Building at Washington 


tions are induced to pay out in dividends nearly all their 
earnings by a graduated system of taxation, it would be 
logical for them to build up working capital and obtain 
funds for expansion by offering stockholders the right to 
subscribe to additional shares from time to time. 

This, however, is something of a digression, although it 
remains within the scope of the discussion to suggest that 
the more financing is done outside the confines of banking 
circles, the less is the control over credit exercised by these 
institutions. While this is a tendency that bodes no good 
for bank earnings, it is only incidental to the fact that it 
promises to do no good anywhere. Banking control, often 
exercised it is true with poor judgment in the past, is never- 
theless better than the thing we are substituting for it—irre- 
sponsible bureaucratic control—the socialization of credit. 

Banks, a Depository for U. S. Bonds 

Today, the principal function of the banks is not that 
of financing private business, but to act as a depository for 
the government bonds that have been issued in such unhe- 
lievably large quantities in recent years. At the end of last 
vear, the member banks of the Federal Reserve System held 
$10,500,000,000 of United States Government obligations, 
in addition to which their portfolios held $1,768,000,000 
of miscellaneous obligations which were fully guaranteed 
by the United States Government. On top of all this there 
are the two-and-a-half billions of the same paper held by 
the Federal Reserve banks themselves. The banking system 
of the country is choking to death on Government paper. 

Even if there were nothing more to it than the mere fact 
that the banks were glutted with Government securities, 
the Treasury's power over credit would be obviously im- 
mensely strong. There is, however, more than this: there 
are the mysterious operations of the Stabilization Fund, one 
of whose powers is to sustain the market for government 
bonds. Nor must one forget all the agencies which have 
been created in Washington to handle credit directly. Among 
them is the Reconstruction Finance Corp. which the other 
day offered to underwrite an 
issue of railroad bonds carry- 
ing a rate of interest 1 per 
cent under what had been pro- 
posed by the bankers. Then 
there is the Home Owners’ 
Loan Corp., exercising a po- 
tent power over the rate for 
mortgage loans; the various 
agencies which have been 
given the task of financing the 
farmer and thereby interfere 
greatly with the operations of 
the banks in farming commu- 
nities; the agency that finances 
the purchase of household 
equipment on the instalment 
plan and hence competes with 
the old-established finance 
companies. 

It would be possible to go 
on indefinitely upon the direct 
and indirect manner in which 
our Government in Washing- 
ton exercises influence over 
credit. It will be contended, 
of course, that cheap and plen- 
tiful credit, such as has been 
brought about, has a beneficial 
effect upon business. True, 

(Please turn to page 740) 
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1792—Twenty-four brokers met under the buttonwood tree 
at what is now 68 Wall St. and subscribed to the 
original broker's agreement. 

1817—Constitution and name of New York Stock and 
Exchange Board adopted. 

; 1830—First railroad listed—Mohawk €& Hudson. 

1832—-Buying for non-delivery authorized. 

1863—Name changed to New York Stock Exchange. 

1867—Tickers introduced. 

1868—Memberships made saleable. 

1869—Registration of securities required to prevent over- 
issuance. 

1869—Combined with Open Board of Brokers. 

1871—Continuous markets established. 

1873—Hours of 10 to 3 established. Exchange closed 12 
days during panic. 

1878—First telephones introduced. 

1879—Forty new members brought membership to 1,100. 

1892—-Stock Clearing House organized. 

1901—Northern Pacific panic. 

1903—Present building opened at 18 Broad Street. 

1907—Money panic. 





Greatest Security Market 





Highlights in the History of the New York Stock Exchange 


1914—Exchange closed four months. 

1919-—Bond tickers installed. 

1920—Establishment of Stock Clearing Corporation. 

1922—-Questionnaire for regular examination of member 
firms inaugurated. 

1925—New listing requirements for foreign government 
bonds. 

1927—Ten-share units of trading in inactive stock in- 
augurated. 

1928—-New bond room opened. 

1929—-Membership increased by 275 new seats to 1,375. 

1929—Sixteen-million-share day occurs in panic. 

1930—High-speed ticker service started. 

1931—Short selling banned for two days in September. 

1932—-Members prohibited from lending customers securi- 
ties without written authorization. 

1933—Independent audit of listed companies ordered. 

1933—Exchange closed March 4 to 15 during banking crisis. 

1934—Securities Act of 1934 passed. Stock Exchange 
registered as a national securities exchange October 1. 

1935—Eight office partners of member firms elected to 


governing committee. 
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Regulation 


+ Restriction 
= Unemployment 


As in the Dark Ages, Trade Is 
Curbed and Hampered on Every Side 


By SetH AxLey 








HE issue in the coming cam- 
paign is, of course, not be- 
tween Republicans and Dem- 

ocrats. These are just names of some 
quaint old fogies. Even the quar- 
rel about the Constitution is only 
a skirmish off the main front. 
There is one issue with us that 
is an issue practically the world 
over. It was this trouble, very 
likely, which upset one govern- 
ment after another and which is 
now causing Hitler and Musso- 
lini to see things. This is the 
strain over the shortage of jobs. 


“Today, factories are under a curse 
because of the feeling that their ma- 
chines are cheating millions of people 
of jobs. In this page of history, is there 
not a suggestion that these people have 


to stop commerce? Without a broad 
commerce in surplus, how many oppor- 
tunities has industry to offer? 


But the rest of us are free to look 
at the issue, and probably ready. 
If things get no better, four years 
hence we may not have a vote. We 
may not even be here to mark our 
cross. Besides, there is the man 
without a job. It would be some- 
thing to know what is interfering 
with this man’s chances and _ his 


no work because of what has been done _hope. 


One way to appreciate the dark- 
ness of the shadow over Northern 
and Central Europe in the Middle 
Ages is to look at it against the 
shining background of Western 
Asia, North Africa and Spain. 





The grandest attempt to do 





something about it has been the 
New Deal. By some perverse 
twist, however, in this country and apparently in Germany, 
just where Santa Claus government has had its fanciest 
fling, the job shortage is at its worst. In the cramped style 
of living and in the pettiness of government there are 
reminders of the Dark Ages. 

Before the eventful date when we must turn thumbs up 
or thumbs down on the New Deal, it might help us decide 
if we first cast a glance back over history. In this hour 
of befuddlement, we might clear our view if we remembered 
what made the Dark Ages dark. This also was a period 
when prosperity and even civilization seemed lost. 

To win the election it may be enough to talk about high 
taxes, broken promises, the Constitution and the price of 
bacon. But it seems possible to have a New Deal defeat 
without settling the problem of jobs at all. Apparently 
the secret is more than economy, for we were in plenty of 
trouble long before the Government set out on its spending 
career. It must be something else that is keeping the 
country idle and half the world in a stew. 

It may be that among candidates the basic mystery is 
taboo. Possibly a candidate who touched it would have 
to hold his feet against tidal waves of bloc pressure and 
make his voice carry against a wind of advice from novices 
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For at the very time that most of 
Europe was a wilderness, proud 
of its seclusion and too ignorant to know what it was 
missing, the Mohammedan world was so industrious that 
its luxury was sometimes dazzling. Bagdad for centuries 
was a city of palaces and at its height numbered probably 
a million people. Damascus sang with manufacturing, 
and many of her products won her an illustrious name, par- 
ticularly her wares of iron and bronze, her tempered 
swords, her pottery and glassware, dyes, syrups, linen 
paper, tents, canopies, rugs, and silks brocaded with gold 
and silver. 

Alexandria, a focus of water and caravan routes, made 
its fortune carrying to merchants from other countries the 
products of inner Africa, such as slaves, ivory, feathers 
and gold. So magnificent was Cairo, it is said, that she 
drew caravans from every direction. Fed well by a coun- 
try that was scientifically farmed and watered by the canals 
of the Ptolemies, her people found their opportunity for 
luxuries in trading in grain and slaves and in manufacturing 
embroidery, textiles, saddles and harnesses. 

Evidently, if a city only opened its gates, fortune beamed 
on it in any quarter of that sunny world. Cordova, two 
thousand miles away, in Spain, was a metropolis of grand- 
eur. Granada, Seville, Toledo, Cadiz and Murcia, also, 
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became lively and comely outposts of this Eastern world, 
mainly, it seems, because they were hospitable to the mer- 
chants of other lands. Instead of destroying their surplus 
and taking siestas, they turned it into a profit. They enter- 
tained buyers for such manufactures as draperies, leathers, 
silks and fine arms, and loaded them with sugar, rice, cot- 
ton, vegetables and flowers from irrigated farms. 

At the opposite corner of Europe was Constantinople, 
designed to equal ancient Rome, but succeeding no doubt 
by reason of its willingness to trade in any direction. One 
advantage which favored the growth of Venice was her 
enterprise in carrying luxuries to that great city, especially 
silk from the mulberry orchards of Cypress and Southern 
Greece, and carrying away honey, grain, furs and wool from 
Thrace and Southern Russia. 


The Other Half 


During this period which in Europe was so dark, man- 
ners were making gentlemen of these merchants of the 
East, and their gardens were winning fame, notably in 
Bagdad, Alexandria and Cordova, that has lasted a thou- 
sand years. Perfumes distilled from these gardens became 
an aid to romance for ladies even in darkest Europe. On 
the Mediterranean, the compass, newly invented, was 
changing navigation from an art, or an accident, to a sci- 
ence. Architects were decorating these trading cities with 
palaces and mosques by the hundreds, and scholars were 
winning them renown for their explorations in astronomy, 
chemistry, engineering, medicine and philosophy. One uni- 
versity, at Cairo, numbered 12,000 students. This luster 
in this half of the world collected all through the so-called 
Dark Ages. In this part of the world, it seems, wealth 
accumulated because industry was nourished by a broad 
and lively commerce. 

During this era, the scene in Europe, although lit by a 
gleam here and there, was by comparison under a heavy 
cloud. 

Very early, this remnant of the Roman Empire, and 
particularly after the death of Charlemagne in 814, broke 
up into feudal communities, defended by high stone walls 
and manned by a class which enjoyed social security. Evi- 
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dently because it did, it had little reason to try anything 
new or to try for any records in speed. Instead of becom- 
ing trading centers, blooming like Bagdad, here were cita- 
dels of self-sufficiency. Although their exclusiveness was 
in part the result of impassable roads and gangsters on 
all highways, it was due also to certain prejudices of the 
feudal lords and the Church. The nobles, with their 
domains dependent on vassals, innocent of the urge that 
comes with freedom and opportunity, took the stand that 
trade was not only beneath their talents but was swindling 
in its coarsest form, and hence to be discouraged on grounds 
of public policy. The Church frowned on profit, forbade 
traffic with the infidel in the East, and held up the ideal of 
self-denial by the example of the Saints. 

Learning was considered a peculiarity pardonable only 
in monks. There was seldom even any mail, partly for 
want of people to read it. Unbelievable as it may seem, 
the Northern world wagged at a tedious tempo for sev- 
eral hundred years. We are interested in finding out how 
this was possible. 


Anybody’s Booty 


In the early half of the Middle Ages, trade was looked on 
as anybody’s booty. Pirates haunted the seas and brigands 
rode the highways in the forests. Sometimes peasants turned 
highwaymen, not through ambition, but from famine. When 
merchants took a chance by the roads, they were held up 
for tolls at the boundary of every feudal estate. By name, 
these charges were levies for road maintenance, but the tolls 
were certain while the repairs were at the landlord’s con- 
venience. If trade took to the rivers, it found no saving, 
for on the Loire, for instance, there were seventy-four 
collectors. 

Another handicap, in the early portion of the manorial 
era, was a scarcity of money and practically none that was 
trusted. Wars were incessant. Besides, there were even 

(Please turn to page 744) 
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gq How New Taxes May 
Affect Sears, Roebuck 


q Are Larger Dividends and 
Higher Prices Probable? 


Fifty Years Old and Still 


Growing 


By LaurRENCE STERN 





elsewhere. In the way of life 





HE firm of Sears, Roe- 
buck emerged fifty 
years ago from the 

nimble brain of one Richard 
Warren Sears who, while 
railroad station agent at 
Redwood Falls, Minn., hit 
upon a neat scheme of sell- 
ing cheap watches by mail. 
. Sears, so history tells us, had 
the instincts of an up-and- 
coming promoter rather more 
than the prosaic leanings of 
a merchant. 

The Sears, Roebuck of to- 
day — biggest merchandising 
enterprise in the world— 
differs from the original in 
virtually everything save the 
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of the millions of Sears, Roe- 
buck customers there have 
been vast changes during the 
thirty-odd years since Julius 
Rosenwald took over direc: 
tion of the enterprise. There 
occurred a great shift of 
population from the farms 
to the cities. The automobile 
was developed and _ follow- 
ing close on its rattling tail 
light came good roads. Dis- 
tance was licked and magic- 
ally the cities, towns and 
villages became accessible to 
the farm folk in their Model 
re) T Fords. Simultaneously 
oa Dot gli od the great chain store systems 

spread out right and left, 


EARNINGS IN MILLIONS OF DOLLARS 











name, for it was built to 





greatness and eminent re- 

spectability in the years after 

1906 by the late Julius Rosenwald, shrewd merchant and 
generous philanthropist. The Rosenwald policy was: Satisfy 
the customer or return his money. 

Mr. Rosenwald died early in 1932 when the company 
for the second time in little more than a decade was experi- 
encing the sharp pains of a great deflation, but as early as 
1928 he had prudently assembled the team of executives 
that was to carry Sears, Roebuck forward into a third 
chapter of management; and the captain of that team was— 
and is—ex-Major General Robert E. Wood, whose square, 
rugged face and gimlet eyes are what you would expect, 
but do not always find, in a top-notch army man. 


Changing Times 


Now, of course, the successive stages of evolution in the 
career of a great corporation do not always coincide with 
a shift in human control, and did not do so in the instance 
of Sears, Roebuck. Times and habits change, and the 
merchant must change with them, feeling his way pru- 
dently but alertly, if he would not see his customers drift 
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tapping communities which 

for years had bought largely 
from the big mail order houses in Chicago or sparsely from 
the village general store or, occasionally, from one or more 
of the handful of stores in the county scat. 


Another Merchandising Innovation 


Sears, Roebuck saw the handwriting on the wall and 
decided to rewrite it. There was only one thing to do and 
it did it promptly, not without some mistakes, but with 
far more successes than failures. To its mail order busi- 
ness it added in a very few years after 1925 an extensive 
chain store system which today in itself ranks as an out- 
standing merchandising achievement. 

In the two combined fields of merchandising—mail order 
and stores—Sears last year had sales estimated at $415,000,- 
000, or nearly 50 per cent more than it had ever had in 
its best year from mail order business alone, and within 
$25,000,000 of the peak gross sales of 1929. Allowing for 
the difference in price level between 1929 and 1935, Sears 
today is moving a larger volume of goods than ever before. 

Nor is this the end of evolution, for times and buying 
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habits are still changing—and so is Sears. Reaching for 
still wider patronage, it is now re-enforcing its stores with 
increasingly extensive newspaper advertising of featured 
Sears products, and to this end will spend $9,500,000 for 
newspaper space this year or substantially more than its 
costs to put out twice a year—whole train loads at a time— 
that Bible of the farm country, the Sears, Roebuck catalog. 

Still more of an innovation, in fact a third distinct type 
of merchandising, it is feeling its way into the distribution 
of featured goods through independent store outlets or 
agency tie-ups. You will notice, tor example, the Gimbel’s 
Department Store in New York City carrying and adver- 
tising the Sears, Roebuck “Coldspot” refrigerator. While 
no public enunciation of this new policy has been made, 
it can be stated that the experiment will be extended 
through an increasing number of independent stores and 
agencies and, if it proves fruitful, will be broadened to addi- 
tional products, notably the “Kenmore” washing machine 
which is featured in the present “Golden Jubilee” news- 
paper advertsing campaign along with the “Coldspot” 
refrigerator. 

The really surprising thing about Sears, Roebuck is that 
it does not bog down out of sheer magnitude and that it 
appears able to manage efficiently the host of irons that it 
has in the fire. It will lure you into stores that range all 
the way from small shops to department stores as large 
and modern as any in the country; and from some 48,000 
items in its catalog it will sell you almost anything from a 
package of needles to a six-room house, from a farm tractor 
to a radio, from an insurance policy to a pair of trousers. 
In fact it would be easier to name the things it does not 
sell. So far as we know, 
it does not sell automo- 
biles, steamships, tur- 
bines or steamshovels. 

Starting its last fiscal 
year, Sears had a little 
less than $64,000,000 in 
inventories. Assuming 
this was approximately 
maintained through the 
year, gross sales around 
$415,000,000 represent 
an inventory turn-over 
of about six and one- 
half time in the twelve 
months. The comparable 
figure for Montgomery 
Ward & Co. appears to 
be around five and one- 
half times. The figure 
for Sears is estimated, 
since it has not yet is- 
sued its report for the 
fiscal year ended Janu- 
ary 31. It need hard- 
ly be said that com- 
parison with other mer- 
chandizir g enterprises, 
such as J. C. Penney or 
Woolworth, would be 
meaningless because of 
the great differences in 
the kinds of goods 
handled. In view of the 
fact that a very impor- 
tant part of the Sears 
business is in “hard” 
goods, such as farm and 
household — equipment, 
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Sears, Roebuck at Boston 


which will normally have a slower turnover than the gen- 
eral run of consumption goods, an over-all turnover of 
inventory more than six times a year must be held to 
represent highly efficient merchandising. 

In a normal year returns of and allowances on merchan- 
dise will run to around 8 to 9 per cent of gross sales. With 
this deduction from the semi-official estimate of $415,000,- 
000 gross sales for the fiscal year recently ended, we get 
an estimate of approximately $380,000,000 net sales; and 
estimated profit of $20,000,000 would be a return of a bit 
more than 5.2 per cent on such sales. For the preceding 
fiscal year the comparable figure was 4.72 per cent. For 
the five years 1925-1929 it averaged 8.3 per cent. Mont- 
gomery Ward's profit margin on sales for the last fiscal 
year was approximately 4.6 per cent. For the four years 
1926-1929 it averaged about 6.2 per cent. 

Thus, the Sears performance in this respect has been the 
superior, but since sales of both companies compare favor- 
ably with the 1925-1929 average it is evident either that 
maximum efhciency has not yet been achieved by cither 
in their relatively new ventures in chain stores or that to 
some extent the enlarged volume thus attained carries with 
it a tendency toward diminishing returns. This is one of 
the difficulties involved in chain store expansion, but there 
is nO reason to assume it can not be overcome by shrewd 
management and wise location of stores. As a matter of 
fact the Sears profit margin, allowing for the great diversity 
of the business, does not compare unfavorably with the 
normal margin of J. C. Penney, a much more homogencous 
enterprise and recognized as one of the most efficient mer- 
chandising companies in the world. 

As of the last avail- 
able balance sheet, Sears’ 
working capital and pro- 
perty investment was ap- 
proximately $125,000,- 
000, so that estimated 
net profit of $20,000,000 
would be a return of 16 
per cent on this figure, 
comparing with an esti- 
mate of 13.7 for Mont- 
gomery Ward. The com- 
parable figure for J. C. 
Penney, which leases its 
stores and hence has a 
very small fixed property 
investment, was in ex- 
cess of 26 per cent last 
year. A relatively good 
return on the invested 
capital is characteristic 
of efficient merchandis- 
ing concerns. This is 
very nice for the original 
investors and accounts 
for the Rosenwald, Pen- 
ney and other family for- 
tunes made in this field, 
but what it means to the 
Sears, Roebuck common 
stock today is something 
else again. 

That stock is quoted at 
present around $61 per 
share and is paying a 
$2 dividend. Thus the 
yield is slightly less than 
3.3 per cent, or by no 
means generous: and the 
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price is 14.7 times earnings per share. In the present market 
this price-earnings ratio certainly is a reasonable one for 
a seasoned equity with a respectable earnings record. That 
it is so low, however, obviously reflects a consensus that 
prospects for growth in sales and profits in this business are 
by no means dynamic. That is unquestionably true and is 
characteristic of retailing, the physical volume of which 
moves in line with the rise or fall of public purchasing 
power and shows no such “prince and pauper” cycles as, 
tor example, the steel or machinery or electrical equipment 
industries. 


Higher Prices 


Even so, we believe investment purchases of the stock 
around present quotations should show an eventual appre- 
ciation of at least 25 to 40 per cent, assuming, as is highly 
probable, continuation for an indefinite time of the under- 
lying recovery trend and gradually rising commodity prices. 
It need hardly be said that stable or rising prices are vital 
to Sears, Roebuck because of the lag between its purchases 
of materials and supplies and their retail sale. This is not 
a matter of inventory profits or losses, but merely of the 
“mark up” or spread which is a major determinant of profit 
margin. In the price deflation of 1920-1921 Sears ran into 
serious difficulties and resolved them only through heavy 
loans from the considerable Rosenwald fortune. Similar, 
but less severe, difficulties were experienced in 1931 and 
1932, the company’s surplus this time being large enough 
to absorb the punishment, though somewhat buffeted in so 
doing. 

As far ahead as we can see, a renewed price deflation 
simply is not in the cards. Instead, there is reason to believe 
stable or gradually rising prices will prevail for a number 
of years. The chances of error in this assumption lie on 
the conservative side, for whereas renewed price deflation 
appears out of the question, there is at least a possibility 
that the rise may become more than gradual if the Gov- 
ernment’s budgetary inflation continues or if a strong pri- 
vate credit expansion gets under way. Either way, the 
prospective price trend for an indefinite time is in the 
merchant's favor, and this should make it possible for Sears 
to achieve a moderately higher profit margin on its sales 
over the next year or two. 

Given a slightly better profit margin and a further sales 
gain of 10 per cent, it would be possible for the company 
to show earnings between $5 and $6 a share. Such earnings 





in themselves would justify a higher price for the stock 
and would support, conservatively, a dividend of at least 
$3 a year, as compared with the present $2 rate. 

The assumption of a sales gain of 10 per cent this 


year is, we believe, reasonable. It rests upon the convic. 
tion that consumption goods, motor and household equip 
ment industries and farm purchasing power will at least 
equal the 1935 performance, and may slightly improve upon 
it, while on the other hand previous laggard lines that are 
important sources of employment—notably construction, 
rail equipment and heavy industry generally—will unques 
tionably better the 1935 volume by a substantial percentage, 


Dividends and Taxes 


Just how such a gain would affect the Sears, Roebuck 
dividend policy is subject to considerable conjecture. Asa 
result of depression losses, quite severe in its now abandoned 
“Modern Homes” department due to extensive defaults in 
long-term mortgages the company had taken back from 
customers, surplus as of January 31, 1935, was $60,775,000, 
compared with $79,424,999 in 1929. What is more im 
portant, working capital shown on the latest balance sheet 
was $70,248,000, against $92,491,000 in 1929; and cash 
items totalled $11,382,000, as compared with $25,079,000 
in 1929. Bank loans, however, were $30,798,000 in 1929 
and only $18,877,000 as of January 31, 1935. 

In this connection it should be observed that resort to 
short-term bank credit in substantial amounts is a normal 
and advantageous thing for Sears, Roebuck and not an 
indication of financial weakness in any sense. Neverthe 
less the desirability of building up the cash position and the 
surplus account to some extent would suggest a probable 
inclination on the part of the management to lean toward 
conservatism in the matter of dividends for the present. 

At this point, however, Sears—and, for that matter, all 
corporations earning more than they are distributing—will 
have a new factor to consider in formulating dividend policy 
—the pending undistributed earnings tax proposed by Presi- 
dent Roosevelt and, according to present indications, likely 
to be adopted. 

This will eliminate the present Federal corporate income, 
capital stock and excess profits taxes; and the bill, as tenta- 
tively drawn up by the subcommittee of the House Ways 
and Means Committee, will substitute for such present taxes 
a tax ranging from 15 per cent on the first 10 per cent of 

(Please turn to page 741) 


Sears provides free parking near its stores 
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Research 
is the 
Keynote 


New and Far-Reaching Achievements of 
Chemical Industry Add to Business Pro- 


gress and to Profits of Leading Companies 


By James A. LEE 


Managing Editor, Chemical and Metallurgical Engineering 


HE late unlamented depression served at least one 
useful purpose. It gave the chemical industries, 
which had expanded rapidly in the period following 

the war, an opportunity to consolidate their gains and to 
make plans for the future. During those years of lessened 
production and sales, research organizations were busy de- 
veloping new products and new processes. Therefore when 
the clouds commenced to lift these industries were prepared 
to convert the successes of the research staffs into commercial 
achievements. 

One of the most spectacular of these achievements to 
come to fruition recently is the recovery of bromine from 
sea water. The unique plant of the Ethyl/Dow Chemical 
Co. at Kure Beach, N. C., went into commercial production 
early in 1934. Since that time the plant has established a 
splendid record of performance with complete vindication 
of its daring and pioneering technology. This was a joint 
development of the Dow Chemical Co. and the Ethyl Gaso- 
line Corp., who realized that the lack of an adequate supply 
of bromine might prove the limiting factor in expanding the 
market for its anti-knock compound. 


Rubber’s Competitor 


With the crude rubber market under control of Euro- 
pean powers and Americans the largest consumers, it has 
been evident for some time that a substitute must be found. 
Chemists and engineers of the E. I. duPont de Nemours & 
Co., Inc., were put to work on the problem. The result of 
their endeavors has been the widely heralded achievement, 
Du Prene. Its unique points of superiority over the natural 
product quickly opened up a market despite higher costs. 
While the present price of rubber does not permit of 
Du Prene’ adaptation to automobile tires as yet, it is find- 
ing increasing wide use in other lines where its superiority 
to rubber is acclaimed. 

But synthetic rubber is only one of many important recent 
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developments to the credit of this resourceful organization. 
Another is synthetic camphor. Again the largest market 
in the world for the product lies within our borders, but 
the only source of supply of the natural material is the 
island of Formosa, controlled by the Japanese. Once more 
the duPont company was encouraged to enter the manu- 
facture of a synthetic product. When completed and in 
successful operation early in 1934 the new plant at Deep- 
water, N. J., had an annual capacity of 1,500,000 pounds. 
Although these two synthetic materials well serve to drama- 
tize the recent achievements of this company, they are but 
typical of its many accomplishments. 


Alcohol as Motor Fuel 


Organic materials that were laboratory curiosities a few 
years ago have become tank car chemicals. Many of these 
are achievements that must be credited to the past decade 
cf development by Carbide & Carbon Chemicals Corp., 
Union Carbide’s subsidiary. So successful have many of 
these compounds been that the company has recently com 
pleted at Whiting, Ind., a large new plant which will be de- 
voted exclusively to the production of synthetic organic 
chemicals. 

A new process for the production of another organic 
chemical, ethyl alcohol, will be put into operation shortly. 
It has been made possible by arrangements which were com- 
pleted a few days ago, whereby the Chemical Foundation 
will give financial assistance to the Bailor Manufacturing 
Co., Atchison, Kansas. The alcohol will be used, mixed 
with gasoline, to produce automotive power. Preliminary 
plans call for a daily output of 10,000 gallons of alcohol 
with a daily consumption of 4,000 bushels of corn. 

This large scale experiment will be watched by farmers, 
petroleum refiners and automobile manufacturers with a 
great deal of interest. It should settle once and for all time 
an argument regarding the practicability of making alcohol 


703 








Distilling columns—New England Alcohol Co. 


for automobile fuel that has been raging between corn 
growers of the Middle West and oil interests for some time. 

An Allied Chemical & Dye Corp. development that has 
been in the making for some time and that reached maturity 
a few months ago is the production of chlorine by a new 
process. This chemical has long been used for purifying 
water and sewage, and for bleaching textiles. Increasing 
quantities are now consumed also in bleaching kraft paper. 
And another market is developing in air conditioning and 
refrigeration. The usual method is to make it from salt 
brine, which gives caustic soda as a by-product. 

But caustic soda is also made from soda ash. And com- 
pletion of the plants constructed in the South since the de- 
pression by the Southern Alkali Corp., Mathieson Alkali 
Works, and Solvay Process Co. assures an adequate supply 
of caustic for present requirements. 

Allied’s answer has been to perfect the new method of 
making chlorine for which it is building a $1,000,000 plant 
at Hopewell, Va. The output of the plant will be about 
10,000 tons of chlorine a year and 25,000 tons of sodium 
nitrate used for fertilizer. Consequently, the use of this 
new process will make sodium nitrate with a profit and pro- 
duce more chlorine, without glutting the market with too 
much caustic soda. 


The Popular Plastics 


For many years the Celluloid and Bakelite types of 
plastics dominated the field and had little or no important 
competition. While they are still the most important from 
the standpoint of volume produced, the past five or six years 
have witnessed the development of a large number and 
variety of new materials. Vinyl resins were developed by 
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Carbide & Carbon Chemicals Corp.; urea resins by Amer. 
ican Cyanamid & Chemical Corp; Plaskon Corp., and 
Unyte Corp.; cellulose acetate by Tennessee-Eastman, 
duPont and others, to mention a few of the outstanding 
new plastics. These products have all competed for auto: 
mobile parts, jewelry, novelties, tableware, premiums of 
various sorts, radio cabinets, bottle caps, electric clock 
cases, buttons, etc. 

Within the past year or two almost every state has 
passed laws requiring that automobiles be equipped with 
safety glass. This created an important outlet for the 
cellulose nitrate plastic. But it had not enjoyed the new 
market many months when it became advantageous to 
substitute cellulose acetate for the nitrate. As a result 
85 per cent of the safety glass made last year included the 
acetate as the sandwich material. But the safety glass 
made with cellulose acetate is not entirely satisfactory and 
other plastic materials are being perfected and will shortly 
be offered to the automobile manufacturers to replace the 
acetate. However, the cellulose acetate producers are 
making a strenuous effort to perfect the properties of their 
product and to lower the cost of production. Whether 
they will be able to hold their gains is yet to be determined. 


Soy Beans and Motor Cars 


Henry Ford’s interest in using farm products in the 
manufacture of automobiles has culminated in the com- 
pletion of a large plant to manufacture finishes and parts 
from soy beans. The success story of this accomplishment 
of the technical staff of the Ford Motor Co. is attracting 
attention, for steel is being replaced in at least one in- 
stance with the new plastic material. The question asked 
on every side is, “How far will this movement go?” 

As a first step in producing molded products from the 
bean, the oil, occurring in the dried bean, is extracted and 
used as an important ingredient in baking enamels em- 
ployed as body finishes. The residual meal is then con- 

verted into a thermoplastic resin. Already considerable 
quantities of resins of this type have been produced and 
used in molding buttons for horns, gear shift lever balls, 
light switches, ignition distribution covers and window 
frames. These products show strength, moisture resistance 
and dielectric properties comparable to the phenolic-resins 
they are displacing. It is planned to extend the applications of 
these resins to other parts of the automobile as manufactur- 
ing problems are worked out and equipment is installed. 


New Paint Materials 


There is perhaps no other phase of paint technology that 
has aroused such widespread interest as the use of synthetic 
resins. Whether viewed from a scientific or practical stand- 
point, they constitute the outstanding development since 
the early 1920’s when pyroxylin lacquers were introduced. 
Today the use of synthetic resins in varnish, enamel and 
lacquer formulas is the rule rather than the exception, and 
they are beginning to force their way into exterior house 
paints. 

Pigment manufacturers have been fully as active as the 
resin producers. Several new products and countless modi- 
fications of those already established are being produced. 
The trend has been toward the use of better hiding power. 
This has greatly increased the importance of antimony oxide, 
zinc sulphide and titanium oxide. The growth of the titan- 
ium pigment has been spectacular, as indicated by the num- 
ber and capacity of the new plants that have been con- 
structed in recent months. Among them is that of the 
National Lead Co.'s subsidiary, Titanium Pigments Co., at 
Sayreville, N. J.; duPont’s subsidiary, Krebs Pigment & 
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Color Co., at Edgemoor, Del.; and American Zir- 
conium Corp., jointly owned by the Glidden Co. and 
Metal & Thermit Corp., at St. Helena, near Baltimore. 

The pulp and paper industry is undergoing an im- 

portant major transition. For many years sulphite 
paper, which is manufactured in the East and West, 
has been looked upon as the most important division of 
the industry. However, about 20 years ago a new 
method was developed for making paper at a low cost. 
It became known as the sulphate or kraft process. As 
soon as it was proved that the southern pine was suitable 
for making this type of paper the industry spread 
rapidly throughout the South. At the present time 
nearly all kraft paper is made south of the Mason and 
Dixon Line. 

Until quite recently kraft paper was dark colored 
and its principal market was for wrappings. But 
methods have been developed, by the combined efforts 
of the chemists and engineers of the paper mills and 
the manufacturers of the chlorine bleaching agents, for 
bleaching this paper as white as the sulphite paper. 
This achievement together with many other factors, 
too numerous to discuss here, are favoring the kraft 
paper development in the South at the expense of the sul- 
phite division of the industry. 

At the present time three large kraft paper mills are 
being constructed in the South. The Union Bag & Paper 
Co. is building a plant at Savannah, Ga.; the Crossett 
Lumber Co., at Crossett, Ark.; and the Champion Fibre 
Co., at Houston, Texas. Other important paper interests 
are known to be selecting plant locations and accumulating 
wood reserves in the South. 

Recently much has been heard concerning the possibilities 
of making newsprint from southern pine. This develop- 
ment has many staunch supporters. A month ago James G. 
Stahlman, publisher of the Nashville Banner, reported to 
the directors of the Southern Newspaper Publishers’ Asso- 
ciation that definite plans were under way to manufacture 
newsprint in the South from southern pine. He said that 
enough contracts had been underwritten to keep a mill in 
operation for five years. It was pointed out, however, that 
the organization and operation of the plant was in the 
hands of private interests. Mr. Stahlman would not pre- 
dict when a plant would be built, but said that plans were 
being worked out to start the first mill as soon as possible. 
For years there was a lack of anything basically new in 




































Making du Pont’s Du Prene. 


soap making as far as its chemical processes were concerned. 
But about two or three years ago came the soapless de- 
tergents with the remarkable properties of lathering freely 
in even the hardest waters. Although of foreign origin, 
these processes have been improved through work of Procter 
&? Gamble, duPont, Allied Chemical’s National Aniline & 
Chemical Co., and others. The soap industry, stirred by 
this infusion into its ranks of organic chemistry of a new 
order, has counter-attacked along several lines. One of 
these was the use of sodium compound as an adjunct to 
soap. This is said by some to put the older product back 
onto a basis where it can compete in performance with the 
results obtained from the soapless detergents and at a lower 
cost. 

One of the most recent factors in the chemical revolution 
of petroleum refining is the application of solvent extraction 
processes in the production of lubricating oils. The chief 
advantage of this type of process over older methods is the 
higher quality of finished oils that can be produced at lower 
cost and without prohibitive loss of valuable material. 
Among the other processes which have contributed to the 
important improvements in the manufacture and quality of 

(Please turn to page 736) 





One of Union Carbide’s plants. 





Significant Foreign Events 


By Grorce BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


Hitler—Showmanship or 
Statesmanship? 


Hitler, next to P. T. Barnum, is 
perhaps the greatest showman in mod- 
ern times. Contrary to Mr. Barnum’s 
homely philosophy, Hitler by no means 
subscribes to the belief that there is a 
fool born every minute into the chan- 
celleries of Europe. On the contrary 
the German step to denounce the 
Treaty of Locarno and to send troops 
into the demilitarized zone was taken 
with careful consideration of the risks 
involved. In the case of dictators, 
statesmanship a1..1 showmanship are 
frequently synonymous. Statesmanship 
recognized that the cumbersome ma- 
chinery of the League could not shift 
into high gear immediately if pre- 
sented with a fait accompli in the 
Rhineland. Showmanship resorted to 
a spectacular exhibition of force to 
stem the tide of internal unrest. This 
guerilla method of diplomatic war- 
fare is a prime example of the dangers 
of dictatorship in precipitating an in- 
ternational crisis of grave consequence under pressure of 
domestic difficulties. 

The week prior to the meeting of the Reichstag was 
filed with feverish discussions—frequently of an acri- 
monious nature—between the General Staff, Goebbels, 
Dr. Schacht, discordant Nazi bosses, and Hitler. Either 
another purge or an external explosion was indicated 
(see “Significant Foreign Events,” February 15). Hitler 
aliowed the situation to reach its boiling point, and then 
handled it in his customary hammer-blow manner. It is 
impossible to say with any degree of certainty how bad 
the internal situation in Germany really is. There can 
be no question, however, that the floating debt has reached 
stupendous proportions, and if Germany is to begin bring- 
ing expenditures somewhere in line with revenues, the 
problem of funding this debt and levying new taxes must 
be faced. A deadlock between the Nazi Party and the 
Conservatives of Dr. Schacht occurred on this question 
cf economic policy. The Nazi chiefs won the day, and the 
rally on the Rhine was staged to whip up the party spirit. 
Considerable nervousness reigned among the German gen- 
erals in the fear that this full-dress parade nught be taken 
seriously by other signatories to the Locarno Pact. There 
is nothing which the German General Staff desires less 
than war—at least war at this time, and particularly on 
the Western Front. A certain amount of French grumbling 
and sputtering could be expected, but the risks were slight 
so long as Berlin had the oblique assurance of the British 
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Government that the occupation of the 
Rhineland would not be interpreted as 
a definite act of aggression against 
France. Hence juridical or moral issues, 
such as the repudiation of Locarno, 
the legality of the Franco-Soviet pact, 
the breach of the Versailles Treaty by 
both France and Germany alike a 
regards disarmament, were subordin: 
ated to the main issue—the mainten- 
ance of Hitler as Dictator of the 
German people. “In the question of 
its fundamental rights, no nation 
recognizes any other judge but itself.” 
The salient fact to be remembered in 
this respect is that the present regime 
in Germany is the by-product of ig 
nominious defeat, of prolonged star 
vation, and of acute financial strain. 
Under these circumstances, the masses 
will justify any means which may 
lead to any chimerical end to their 
sufferings. The question is, what is 
the end that Hitler has in view, and 
what are the means he intends to 
employ? 

With ominous forebodings, current 
press editorials hark back to the Fuhrer’s prophecies in 
“Mein Kampf” and the possibilities of a German fron: 
tier fortified by 100 million men. Nevertheless the 
situation with respect to the Locarno signatories is 
less critical than appears and may hang fire for some 
time. 

In the interim is the possibility of a German attack on 
Austria or a Nazi rising in northern Czecho-Slovakia—or 
both. The timing of these eventualities will depend on 
internal economic developments in Germany and_ the 
extent of Japanese concentration on the eastern frontiers 
of Soviet Russia. There is a chance—but the odds are 
long—of a Reichswehr-Schacht putsch to overthrow Nazi 
extremists in order to extricate the army from a major 
war for which it is not at this stage prepared. 


* *e 


Sweden—Prosperity is Possible 


Sweden is perhaps not only the most modern but the 
most prosperous country today. Disastrous Kruger liabili- 
ties have already been liquidated—a fat budgetary surplus 
salted away for lean years. Following sterling religiously, 
internal monetary probleins take care of themselves. 
Sweden’s basic industry—lumber and derivative products 
—flourishes, outstripping Norway and Russia in export 
markets. High-grade steel brooks no competition abroad. 
Wages are high; prices are high, per capita consumption 
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is high. Unemployment is nonexistant—out of 6 million 
people an insignificant 43,000 are temporarily without 
employment. Labor turns a cold shoulder to Communism, 
cooperates smoothly with capitalistic employers. While it 
would be irrelevant to compare Sweden, with its specialized 
economic background, to other countries of a more complex 
and heterogeneous industrial composition, Sweden remains 
a shining example of efficiency and enterprise, irrefutably 
repudiating the modern conviction that prosperity is im- 
possible under a capitalistic system. 


* %* * 


Spain—I m ported Communism 


The increasing solidarity and strength of working-class 
organizations in Spain, reunited with such astonishing 
alacrity since the October crash, presents a People’s Front 
the most advanced in Europe outside of the U. S. S. R. It 
is also the first time that the policy of a united Left elec- 
toral front has been put into practice on a large scale. Not 
only does the victory of the proletarist in Spain belie the 
statements of Stalin that Communism and world revolu- 
tion are not for export, but the successful stampede of the 
Left parties in Spain will undoubtedly have important re- 
percussions on the approaching French elections. A vital 
orientation is also likely to take place in the Foreign Office’s 
intrigues in the Mediterranean, where Azana’s triumph has 
upset a few of the best laid plans of the British 
Admiralty. 


* * * 


A Hint from England 


The president of the Brit- 
ih Board of Trade. Walter 
Runciman, speaking at the 
annual dinner of the Brad- 
ford Chamber of Commerce, 
shot out a valuable hint to 
the United States. He 
queried, how can the props 
be knocked out from tariff 
barriers in America so long 
as the present fiscal system 
is being maintained. Mr. 
Runciman pertinently sug: 
gested that the rapidity and 
volume of trade could be 
vastly increased if some of 
the superfluous stores of gold 
were released, and if the at- 
titude of the United States 
toward borrowing nations 
were a little more adventur- 
ous, “as adventurous as her 
own home policy.” 


* * x 

OS owe : 
Uruguay—Business Brisk a ee eee 

Not content with the re- 
markable determination to 
break off diplomatic and com- 
mercial intercourse with the Soviet Union, Uruguay has 
persistently invited world attention by its briskly return- 
ing prosperity. Monthly bank clearings are up 27 per 
cent. Crops look good, and cattle are moving into the 
Montevideo stockyards at the rate of 20,000 a week. Ex- 
ports to the United States surpass 1935 totals by a sub- 
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German troops entering Cologne 


stantial margin over recent years; likewise imports are 
increasing proportionately, and automobile registrations— 
largely American—have leaped ahead—exceed those of last 
season by 50 per cent. American exporters, finding Uru- 
guay now solvent, hope to gobble up the former Russian 
business—over 4 million pesos, or approximately three- 
fourths of normal export orders from the United States. 

As for the economic background of Uruguay, in propor- 
tion to population this country is the greatest cattle and 
sheep-raising center in the world, surpassing even New 
Zealand in the world meat trade. The Ottawa Conven- 
tions dealt the country a cruel blow, mitigated in favor of 
American merchandise against the feeling toward British 
<oods which might otherwise have developed. The United 
{tates re-entered the Uruguay wool market in a manner 
which has not been matched for many years. Exports 
have soared above the 1934-1935 season, with a corre- 
sponding upward trerd in prices. 

Th: weakness of tic local currency, however, has de- 
veloped two policies of political deportment—one attempts 
restriction of imports through quotas; the other favors local 
enterprises for export expansion. Behind the import quota 
system and exchange regulations in force is the desire to 
avoid further pyramiding of frozen credits. Hence pay- 
ment of import bills throughout January continued prompt. 
Also the disparity between the official and the free exchange 
rate has been reduced to approximately 6 per cent. 

A downward revision in tariff schedules now well under 
way is a wholesome tendency. Concessions on Brazilian 
fruit and pine lumber should 
also benefit those countries 
enjoying favored nation treat- 
ment with Uruguay. Finally, 
the 1936 Budget makes fur- 
ther breaches in the tariff 
wall by decreasing duties on 
canned goods and jewelry. 
Following Britisher Runci- 
man’s well-meant advice, 
Uruguay might prove one 
profitable spot for us to carry 
out the experiment of a more 
“adventurous foreign loan 


policy. 
* * * 


C zecho-Slovakia— 
Increased Production— 
Increased Unemployment 


Recent months have wit- 
nessed a check to the down- 
ward tendency of Czecho- 
Slovakian economic activity 
since the temporary revival 
of 1934. Just two years ago 
last month the Czechs de- 
valuated the crown 16 per 
cent—experienced a fleeting 
period of prosperity. Al- 
though the amount of devalu- 
ation was inadequate to pro- 
duce a permanent stimulus 
in the export field, it is also 
clear that foreign demand was not in itself sufficiently 
strong in 1934 to carry forward the Czech experiment to 
a successful conclusion. 

Now rearmament puts the national steel at a premium, 
trade barriers are suspiciously but gradually lowered in 

(Please turn to page 736) 
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wo Raw Materials Head for 
Higher Levels 


Rising Consumption and Restricted Production 


Work in Favor of Sugar and Rubber Prices 


By C. S. Burton 


UGAR is swing- 

ing along in full 

step with the 
march in commodities. 
In all international 
markets just now 
there is abnormal ner- 
vous tension and day 
to day fluctuations 
may seem contradic- 
tory, but the trend is 
upward. As a matter 
of fact, it is some- 
thing of a tribute to 
the human balance 
wheel that world 
markets hold as stead- 
ily as they do. This 
stability marks the 
faith men have that 
in spite of all the 
saber rattling and all 
the armament con- 
struction, the world 
is going to retain its 
sanity and trade and 
commerce hold first place over politics, with depression 
hysterias and neuroses abating. 

The best indicator in sugar is per capita consumption, 
and in 1935 we ate into world sugar stocks, each one of 
us, to the extent of 3 pounds more than in 1934; 3 pounds 
each for more than 126 million people runs into tons and 
tons of sugar. 

The consumption of sugar is a first class indicator of the 
increased confidence in the outlook, for while it is a prime 
necessity, its freer use betokens a relaxation of rigid 
economy for the nation’s table. 

The business in sugar is complicated, but it includes the 
growing of cane and beets and in the case of cane, the 
step of grinding, the production of “raws.” An increased 
demand and a tightening of the position as at this time 
affects the producers of raws, rather than the refiners as such. 

The refiner, as a processor pure and simple, is interested 
only in the spread between the price of “raws” and the 
wholesale price for granulated and other sugars and syrups, 
but to the producer of raw sugar an advance in price, a 
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Evaporation tanks in a modern sugar refinery 


betterment in demand 
means added profit on 
any cargoes it can 
send to market. 

While the market 
is lively and expan 
sion of quotas antic: 
ipated in order to 
permit refiners to 
care for further in 
creased demand, there 
are important ques 
tions open. 

Refiners consider 
the matter of a floor 
tax on stocks of re 
fined a vital factor in 
price making. This 
is one of the queries 
for the future. Sugar 
interests seeking for 
some guidance in this 
connection have 
found Washington 
unusually silent. The 
floor tax, when, as 
and if imposed, is supposed to be substituted for the proc: 
essing tax which was roundly one-half cent a pound. It 
is not generally anticipated that any floor tax can be 9 
heavy an impost. 

In the meantime, the important fact is that Cuban 
“raws” are at the best level since April, 1928. It may be 
that the current market is a definite turning point. It is 
admitted on all sides that world sugar stocks have been 
reduced to a point where existing surpluses might be cat’ 
ried along with some ease. For example, Java sugar stocks 
are reported at 1,000,000 tons, as compared with 1,756,000 
tons a year ago. In a market lacking snap and vitality, 
these surplus stocks have had an exaggerated influence. 

Cuban “raws,” Philippine and Puerto Rico “frees” (free 
of duty) are moving actively at prices better than at any 
time in the last six or eight years. Refiners are lifting prices 
in ten-point moves. Granulated is selling better than any 
level reached since 1930 and future contracts for Cuban 
sugars plainly bespeak further advances, the quotations 
being better than any price made since 1928. 
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In the matter of quotas, it is figured that about 60 per 
cent of the free sugars, Philippine and Puerto Rico, have 
been sold, and about one-half of the Cuban quota. The 
present betterment in prices will mean a corresponding 
and very marked improvement in the net for the producers. 

There is a strong leverage factor for these producers in 
such a price advance as we have noted. For example, 
Fajardo, one of the important Puerto Rican growers and 
grinders, is just now marketing output at a price 25 per 
cent up from a year ago. Fajardo co-operates with the 
Department of Agriculture as to crop restriction, did so 
last year for the 1934-5 crop, and is currently so doing as 
to the 1935-6 crop, as do most of the Puerto Rican 
producers. Cuban growers are subject to governmental 
restrictions but to all of them this betterment in price car- 
ries through to net. 


Position of Beet Sugar 


Up to this point we have ignored the world market and 
the factor of beet sugar which has to be taken into account. 
Our production of beet sugar is that of a subsidized in- 
dustry; the business of beet sugar can only exist in this 
country in the shelter of a tariff wall. The political in- 
terests participating have been strong enough to maintain 
such a barrier, trying apparently to afford the prcducer 
of beet sugar some such margin of profit as accrues to the 
cane refiner. 

The world over, beet sugar’s excuse for existence is the 
threat of war, one of those attempts at self-sufficiency, such 
as we have seen in the spread of acreage sown to wheat 
in countries that were normally importers and should con- 
tinue to be so. On the whole beet sugar makes up about 
30 per cent of the total use. The real answer is that 
Cuba, Java and the smaller “sugar bowls” could furnish this 
30 per cent at a much lower economic cost and incidentally 
so become larger fac- 
tors in world trade 
more profitable for all 
concerned. 

Our own beet su- 
gar growers, by reason 
of adverse weather, 
coupled with acreage 
restriction, were un- 
able to fulfill the 
quota for 1935 as- 
signed to them. Beets 
are grown in the “dust 
bowl” of Eastern Col- 
orado and Southwest- 
ern Nebraska. In 1929 
these two states had 
293 thousand acres in 
beets and the farm 
value was 25 millions 
of dollars; in 1934, 
acreage was 227,500, 
and farm value of the 
Crop approximately 
10 million dollars. 
Shrinkage in tonnage 
from around 3.5 mil 
lion tons of beets to 
around 2 million tons, left the industry with a short carry 
over into 1935. 

The world situation embracing both cane sugar and 
beet sugar governs. We are important because we are the 
largest user, nationally speaking, and have only nominal 
domestic production. 


for MARCH 28, 1936 


lee 
Courtesy, Rubber Age 








Malay natives bringing in liquid latex 


Since the sugar year 1931-32, each year has shown 
shortage, that is, consumption has outrun production; of 
course, there has been no actual shortage of sugar, but 
stocks on hand have been drawn upon to cover the difference 
as follows: 


yy 5 a ork bec Se eee eee 1,215,542 tons 
RENE c oiialle 0 ctw iain. d/s care aap etm tinier 204,313 tons 
BE ss i Pia 3S Sb re HS 0s Ae eens Oe 1,171,884 tons 


while it is estimated that the current year, 1935-36, will 
show consumption outrunning production by something 
like 1,250 thousand tons. Under such circumstances further 
advance in prices seems certain and a more favorable earn- 
ings record of well-situated producers in Cuba, as well 
as in this country and our island possessions is indicated. 


Rubber Also Points Up 


As in sugar, the definite longer term trend in crude 
rubber is upward, although perhaps not quite so markedly. 
Our volume of consumption in 1935 was an all time high 
of 497,150 long tons, for all practical purposes call it a 
half million tons. The previous all time high for our 
own use was reached in 1929—469,804 tons. 

Roughly figuring, three-quarters of all crude rubber con- 
sumed goes into tires, tires of all descriptions. To look 
at rubber, therefore, is to look also at the makers of tires, 
both as the dominating fabricators and in addition, as the 
commanding distributors to the public. The participation 
cf the public in any phase of the raw material is nominal; 
the quotations on crude rubber deserve much more atten 
tion than they receive. 

In July, 1932, standard ribbed smoke sheets sold in 
New York for 2.657 cents per pound. If there is such 
a thing as investment values in commodities, prices such as 
this, or cotton around 5 to 6 cents per pound, hold out 
public. We mention cotton be- 
cause these two 
raw materials make 
up the base on which 
tire prices are com- 


opportunity to the 


puted. 
The public may 
ignore crude rubber 


but it has an almost 
universal interest in 
the wear and tear on 
the tires that carry 
the car. 

Automobilists for 
years have profited 
unduly by reason of 
two factors, first more 
rubber than the crude 
market could absorb 
readily, and bitter— 
too bitter—competi- 
tion among tire build- 
ers: competition car- 
ried on while quality 
has been bettered, and 
the public _ literally 
spoiled by longer 
“service” than it has 
properly appreciated 
before or even now appreciates. 

One of the most important of current happenings in 
the world of rubber is the announcement by the Goodyear 
Tire & Rubber Co. to the effect that it proposes to derive 
a profit from its 1936 operations, eliminating the practices 

(Please turn to page 740) 
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RADIO CORP. OF AMERICA 





New Factors in Radio’s 
Earning Prospect 


Television—Facsimile Transmission—Recapitalization 


By C. L. McCorp 


PECULATION 
thrives on im- 
agination. The 

history of Radio 
Corp. of America 
affords outstanding 
confirmation of this 
fact. Almost from its 
inception, the com- 
pany has been sur- 
rounded by an aura 
of glamour and ro- 
mance and on more 
than one occasion 
many investors have 
been willing to pay 
fancy prices for the 
privilege of becoming 
a part of this intense- 
ly interesting, albeit 
imponderable, atmos- 
phere. As events 
turned out there 
wasn't much else that 
they had to show for 
their money. Yet, 
even though investors in recent years have been more con- 
cerned with cold realities, and in the stock market romance 
is no longer the high-priced commodity that it was once, 
Radio Corp. has never entirely lost its hold on public 
imagination. 

The company was, and still is, a pioneer in the science 
of radio and its commercial development. In this field, 
the company has attained a position of leadership. But the 
same may be said of other companies in other industries and 
these facts alone are not sufficient to wholly account for 
the belief of some 270,000 stockholders in the company— 
particularly in the face of the fact that about 240,000 of 
them have never received a dividend. It is radio itself, and 
faith in its infinite possibilities, which have inspired in these 
stockholders the hope that some day their foresight and 
patience will be handsomely rewarded. 

Although the veritable magic of radio accomplishments 
is today accepted as commonplace, more is still unknown 
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Radio chassis assembly 


about radio science 
than is known. In 
tensive research is one 
of the most active 
divisions of the radio 
industry and_ today’s 
experiment may be to- 
morow’s achievement. 
Surely the possibilities 
of perfected television 
are so sweeping as to 
fire the imagination. 

It should be re 
membered, however, 
that there are some 
very practical aspects 
of the industry which, 
when reduced to the 
simpler terms of dol: 
lars and cents, appear 
to contradict the high 
promise held out for 
the industry a decade 
ago. The difficulties 
and problems which 
subsequently arose are 
too well known to require reiteration. Their effect upon 
Radio Corp., specifically, however, is enlightening for they 
go far toward explaining the failure of stockholders to re 
ceive dividends. They also promise to have an important 
bearing on the company’s status in the future. 

The radio industry at the present time is composed of 
three major activities—communications, equipment manv: 
facturing and broadcasting. There are others but these are 
the most important, commercially. Radio Corp. is an 
important factor in all of them and and has been for some 
time. Notwithstanding the company’s early association 
with radio, its strong sponsorship and ample resources, com: 
petitors have successfully challenged its leadership, both in 
broadcasting and in the manufacture of receiving sets. 
There is little doubt that the Columbia Broadcasting System 
has fully as much commercial and artistic prestige as the 
National Broadcasting Co., owned by R C A. Contrary 
to the general belief, R C A is not the leading producer 
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of receiving sets, from the standpoint of physical volume. 
As far back as 1929, Grigsby-Grunow’s Majestic receiver 
led all others, while in 1934 and 1935, R C A accounted 
for only 14 to 15 per cent of the industry’s output and was 
outstripped by Philco about two to one. In justice to 
RCA, however, it is to be pointed out that sales of receiv- 
ing sets last year averaged $80 each, as compared with $55, 
the average for all makes. 

It is difficult to put a finger on any particular reason 
which would account for this loss of competitive ground. 
Lack of managerial aggressiveness would be a convenient 
explanation, but a rather weak one for the company is 
certainly not lacking in technical and executive talent. This 
much can be said, however, that instances of competitive 
changes such as these are by no means rare and may indi- 
cate nothing more than the ever-changing fortunes of indus- 
try. There is nothing as yet to indicate that the company 
has been demoted permanently to “second fiddle.” Its 
activities in exploring new fields and products suggest any- 
thing but. These efforts to create new sources of income 
are of the utmost importance for it is their success which 
will determine whether the company will continue in the 
comparatively static manner of the past several years or 
again acquire the dynamic aspects with which it was 
identified ten years ago. 

The radio industry as embraced by the major activities 
of Radio Corp. is practically 
a mature industry. Sales of 
radio receiving sets to new 
buyers and for replacement 
will increase with the im- 
provement in general business 
and receipts from broadcast- 
ing and communication will 
gain but with these assump- 
tions, the apparent prospect 
for the next several years is 
pretty thoroughly covered. 

Whether the company will 
regain its erstwhile extremely 
profitable tube business, which 
contributed substantially to 
profits, is open to reasonable 
doubt. General Electric Co. 
holds the basic patents on the 
new all-metal tubes, which 
R C A manufactures under a 
license agreement. The great- 
er durability of the new metal 
tubes, their strongest selling 
feature, will reduce replace- 
ment demand. Therefore, ex- 
cept for replacements of glass 
tubes, for which R C A holds 
basic patents, the company ap- 
pears destined to receive low- 
er returns from this phase of 
its business. Moreover, the 
price of glass tubes has been 
drastically reduced. Prior to 
1930, R C A was credited with doing 60 per cent of the 
tube business, which in 1929 attained an aggregate volume 
of $172,500,000. 

Confronted with this prospect none but a confirmed 
optimist would be likely to be stirred to the degree of 
enthusiasm. It might be argued logically, if the company 
was unable to develop earnings to a point permitting divi- 
dends to stockholders in 1928 and 1929, there appears to be 
little likelihood that it will do so for the next several years 
at least. There are, however, at least two potentialities 
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“Radio Central’ at Rocky Point, Long Island. 

The small building indicated by the arrow in the 

right foreground is the first commercial wireless 
station, built by Marconi, in the U. S. 





which may alter the prospect substantially in favor 
of the company and its stockholders. One is the 
possible development of two new and distinct fields— 
television and facsimile radio—the other, the benefits to be 
derived from the proposed recapitalization. 

Although television, so far as the general public is con- 
cerned, has been nothing more than a fascinating possibility, 
there has been no end of activity “behind the scenes” and 
steady progress is being made in perfecting this new air 
medium. The Federal Communications Commission is 
responsible for the statement that “only standardization of 
television equipment is needed to launch the project com- 
mercially.” 

About a year ago R C A formulated a three-point plan 
for the further development of television, which contem- 
plated establishing a television transmitting station, the 
manufacture of a limited number of television - receiving 
sets for observation purposes and experiments with a tele- 
vision program service. Within the next two or three 
months officials of R C A are scheduled to give the first 
public demonstration of television, from a transmitter 
located in the Empire State Building, New York City. Test 
receiving sets will be located within a twenty-mile radius, 
which distance, by the way, is considered the practical 
limitation for television without re-broadcasting. 

This factor of limited distance, however, may be over- 
come by the coaxial cable 
developed by the American 
Telephone & Telegraph Co. 
originally for the purpose of 
transmitting multiple tele- 
phone and telegraph messages 
simultaneously. This medium 
would make it possible to 
transmit television programs by 
wire over much greater dis- 
tances. A. T. & T. has dis- 
avowed its intention of en- 
tering the field of television 
as a separate agency, confining 
its activities to leasing the fa- 
cilities of the coaxial cable to 
other organizations. This 
would be in line with the 
policy pursued by the company 
with respect to radio broad- 
casting and sound films. 

While R C A is not the 
only organization interested 
in the development of televi- 
sion, the company’s position 
in the field is so strongly en- 
trenched that it is certain to 
be one of the foremost factors. 
The company’s television pat- 
ents are conceded universally 
to be basic. They were the 
basis for the recent Berlin-to- 
Leipzig telephone-television ser- 
vice, as well as being the ones 
used in England by Electrical Musical Industries and in the 
United States by the Philco Radio & Television Co. 

The inferences to be drawn from these developments are 
readily apparent and while R C A, in its latest report, 
has emphasized they do not mean that regular television 
service is an early possibility, the day of practical television 
may be closer at hand than many may suspect. Taking 
a lesson from its early experience with radio receiving equip- 
ment, R C A is proceeding with deliberate slowness in order 
(Please turn to page 738) 


711 





Why Cigarette Companies’ 
Earnings Lag Behind 


Increased Consumption 


American Tobacco 


P. Lorillard 


Philip Morris 


Liggett & Myers 
R. J. Reynolds 


By Grorce W. Martuis 


Investment and Marketing Analyst 
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to profit from large gains 
in gross is the first sign 
of difficulties which will come when gross no longer ad- 
vances, or begins to decline. 

The production of cigarettes last year established a new 
alltime record high. The output at 134,608 million was 
more than 7 per cent ahead of 1934. Cigar output was up 
also; manufactured tobacco showed a decline. This is 
about as favorable a fundamental as one could wish; yet, 
American Tobacco (Lucky Strikes, Cremo, Bull Durham) 
reported per-share earnings only 11 cents greater than the 
$4.46 a share shown for 1934; Reynolds (Camels, Prince 
Albert) for last year showed $2.39 a share, against $2.15 
for 1934; Lorillard (Old Golds, Muriel, Union Leader) 
$1.26, against $1.15; while Liggett & Myers (Chesterfields, 
Velvet, Granger) reported earnings sharply lower at $4.91 
a share of common, compared with $5.92 for the previous 
year. 

It is evident from the showing made by these four 
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weighed handsomely, by 
the greater volume of 
cigarette consumption, except for the rise in tobacco prices 
and the heavy burden of the processing taxes. It is true 
that leading brands of cigarettes were upped from a list 
price of $5.50 a thousand to $6.10 in January, 1934, but 
since that time there has been a further increase in costs 
and the companies evidently fear if they announce yet 
another jump in prices they will tend to interrupt the up- 
ward trend in consumption, or give the ten-center a renewed 
lease on life. Even with matters as they are, the big cigar- 
ette companies must look with mixed feelings upon the 
tendency for the price to the consumer to rise because of 
state and municipal taxes. 

In order to grasp the part played by tobacco prices in 
the profit and loss account, certain customs of the industry 
must be recognized. It is, for example, the general practice 
to figure tobacco costs in any one year’s operations on the 
basis of a three-year average. Thus, last year, even though 
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tobacco prices were lower than in 1933, for manufacturing 

urposes the cost was higher than in 1933, for the reason 
that the three-year-average system excluded 1932, a year 
in which tobacco prices were exceptionally low. The com- 
panies probably figured tobacco costs last year in the neigh- 
borhood of a cent a pound more than in 1934, or, on the 
basis of three pounds of tobacco to a thousand cigarettes, 
an increase of roughly three cents a thousand. 

On top of this, of course, there were the processing taxes 
and, while these have now been eliminated by the United 
States Supreme Court, under the three-year-average they 
will still be affecting tobacco company costs for some time 
tocome. The tobacco processing taxes went into effect for 
the final quarter of 1933, the rate being 4.2 cents a pound 
on flue-cured and 2 cents a pound on burley. In October, 
1934, the levy on burley was raised to 6.1 cents a pound. 
In October, 1935, the rates were dropped to 2 cents on 
flue-cured and 3.5 cents on burley, while in December of 
the same year they became nothing under the edict of 
the Supreme Court. A somewhat complicated calculation 
can be undertaken, prorating these taxes over the operations 
of the various years and then bringing them into the three- 
year average. The answer, allowing for the fact that cigar- 
ettes use flue-cured in quantities roughly half as much again 
as burley, is that the processing taxes added roughly 4 
cents a pound to the average cost of tobacco last year, or 
about 12 cents a thousand cigarettes. 


A Narrow Margin 


Now, a total increase of 15 cents in the cost of a thou- 
sand cigarettes may not seem very important when the 
quoted list is $6.10, but it will take on a more significant 
aspect if this last figure is taken down a little. In the first 
place the $6.10 is subject to discounts of 10 per cent and 
2 per cent. This leaves $5.38 for the companies and, 
deducting the $3 seized by the Federal Government, leaves 
$2.38. Out of this $?.28, the cigarette companies must buy 
tobacco, transpeit it, warehouse it, buy paper and wrappers, 
pay manufacturing costs, wages and taxes, meet advertising 
and distributing costs, pay the cost of management and a 
host of other things. Let us take one more step, though it 
has to be taken largely in the dark, for the companies them- 
selves afford no help on the subject. Let us assume that 
the American Tobacco Co. sold 30 billion Lucky Strikes 
last year and that the brand accounted for 50 per cent of 
the net income of $24,283,000. This would make the 
profit per thousand in the neighborhood of 40 cents. Even 
if the actual figure of this estimate is importantly inac- 


curate, it nevertheless fails to alter the validity of the main 
point, which is that anything approaching a 15-cent rise 
in tobacco costs per thousand cigarettes is no small matter. 

This is adequate explanation of why the big tobacco 
companies failed to profit more from their increased volume 
of business last year; the exception to the trend, Philip 
Morris, will be taken up later. It remains now to consider 
the questions of whether costs are to continue high, whether 
they are likely to drop or, if they are to continue high, 
whether they can be offset by still further increase in 
volume. 

So far as the cost of the tobacco itself is concerned, the 
average this year will remain high in comparison with the 
depression lows. It will, indeed, be generally higher than 
the year which has just ended, although the coming crop 
is, of course, an unknown factor. Against this, one must 
stack the elimination of the processing taxes. These, it will 
be remembered were figured at roughly 4 cents a pound, 
or 12 cents a thousand cigarettes for last year. The net 
effect, therefore, ought to be favorable to the cigarette 
companies to an extent somewhere between 8 and 10 cents 
a thousand cigarettes. This would mean to American 
Tobacco, on a production of 30 billion cigarettes, a saving 
of between $2,500,000 and $3,000,000, or the equivalent 
of between 60 and 70 cents a share of common stock out- 
standing. 


Dividend Coverage 


Any such saving would be extremely important. To 
American Tobacco it would make all the difference between 
a fully earned $5-dividend and one which probably would 
not be earned. To Liggett & Myers it would mean about 
the same thing, if one assumes that the usual extra of $1 
virtually puts the stock upon a regular $5 rate. If, in the 
case of Reynolds, it could hardly mean fully covering the 
regular $5 dividend, it would certainly bring earnings to 
within a measurable distance of this outlay. To Lorillard, 
it would mean complete assurance as to the safety of the 
regular $1.20 rate. 

Unfortunately, there are developments which make it 
doubtful whether the tobacco companies are to benefit to 
the full extent of the eliminated processing taxes. Wash- 
ington has under advisement a proposal to impose an addi- 
tional tax of 6 cents a thousand on cigarettes, in addition, 
of course, to the present tax of $3. It is proposed, also, to 
place further levies on cigars. So far as cigarettes alone 
are concerned the imposition of the 6-cent tax would wipe 

(Please turn to page 745) 
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1. T. & T. Gains 


International Telephone & Telegraph 
and subsidiaries (except Postal which 
is in process of reorganization) reported 
earnings equivalent to 90 cents a share 
of common for last year, compared 
with 57 cents for 1934. Continued 
improvement is anticipated. This com- 
pany is proposing to make consider- 
able internal adjustment in its affairs. 
Stockholders are to be asked to ap- 
prove a write-down in the stated value 
of the stock from $33.33 a share to 
$20 a share (makes no difference to 
market value of course). Capital sur- 
plus will be increased by some $87,- 
000,000 and of this sum, $75,000,000 
will be transferred to reserves for 
contingencies and revaluation of as- 
sets. I. T. & T. is proposing also a 
$35,000,000 refunding operation. The 
cbligations involved include more than 
$23,000,000 borrowed by operating 
subsidiaries from the banks and a por- 
tion of the parent company’s convert- 
ible debenture 4's which mature in 
1939. The new issue will be a con- 
vertible debenture but the conversion 
price and the coupon rate are matters 
still remaining to be settled. 


* *# * 


Outlook Bright for Farm Equip- 
ments 


The farm equipment stocks have 
been going strong in recent markets— 
new high for Harvester at 88, and 
another new high for Case at 144 and 
for Deere at 87. The enthusiasm 
springs from the belief that this will 
be a good year for these companies 
from the standpoint of sales volume 
and that there is some prospect of 
prices being increased, thereby aiding 
profit margins. Although it is too 
early to be sure of one’s estimate of 
this year’s prospects, certain it is that 
so far this year—a normally dull period 
—sales of farm equipment have been 
remarkably good. The high level of 
the farmers’ income should result in 
their being sustained. 


* * * 


Big Steel Reports 


The report of the United States 
Steel Corp. covering operations for 
1935 had a number of interesting fea- 
tures. In the first place, the company 
made money, reporting net income of 
$1,147,000 after all charges, or an 
amount equivalent to 32 cents a share 
on the 7% preferred. This compares 
with a net loss of nearly $22,000,000 
in the previous year. Secondly, it was 
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Courtesy, International Telephone & Telegraph 


Laying cable in Rowmania 


For Profit 


revealed that net capital expenditures, 
exclusive of mine developments, for 
1935 aggregated more than $33,000,- 
000, compared with $8,300,000 the 
previous year. This is concrete evi- 
dence of the progress being made in 
the rehabilitation program. The third 
interesting feature of the report was 
the reduction in property valuations 
amounting to nearly $290,000,000. 
Fourth, attention was called to the 
increased activity in research and de- 
velopment work. It will be gratifying 
to Big Steel’s 232,000 stockholders that 
the giant is bestirring himself aggres- 
sively to fight for business and pro- 
fits by the most modern means avail- 


able. 


* ke * 


Indications that sugar quotas under 
the Jones-Costigan Act will be raised. If 
so, the increase will be pro-rated among 
all the producing areas and will there- 
fore aid producers no matter where 
situated. 


* * 


Annual Earnings 


In reporting profits equivalent to 
$6.90 a share of common stock for the 
52 weeks to December 28, last, East- 
man Kodak made the point that this 
figure included only small profits from 
securities, whereas the $6.28 reported 


for the previous year included a sub 
stantial sum of such profits. . . . Last 
year was the best in International 
Nickel’s history, with new sales rec: 
ords in nickel, copper and the plati- 
num metals. Profits were equivalent 
to $1.65 a share of common, compared 
with $1.13 for 1934. . . . Another 
non-ferrous metal producer and fab 
ricator, Phelps Dodge, likewise did 
well. Copper sales last year were up 
111%, while earnings on the common 
doubled from 60 cents a share in 1934 
to $1.21 in 1935. . . . Anaconda re- 
ported net up 400%, earnings being 
the equivalent of $1.29 a share, against 
22 cents in 1934. . . . Philips Petro 
leum reported that the 1935 output of 
motor fuel was 11% above 1934, 
natural gas sales up 11%4%, while a 
half-owned subsidiary’s sales of carbon 
black were up 15%. Net income was 
the equivalent of $3.23 a share of 
common stock, against $1.38 in 1934. 


* * * 


Revealed At Last! 


Information about the Allied Chem- 
ical & Dye Corp. has long been about 
as hard to obtain as the plans on a 
new Japanese naval fortification. How- 
ever, long hidden mysteries are now 
gradually becoming explained. The 
other day the company withdrew its 
request that S E C guard as confiden- 
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Bethlehem’s Cambria plant at Johnstown 


and Income 


tial its investments holdings. As a 
result we now know that Allied at the 
end of 1935 held 224,000 shares of 
United States Steel and 90,000 shares 
of Air Reduction. The Steel was being 
carried on the balance sheet at a cost 
of $19,591,290 and the Air Reduction 
at a cost of $3,248,060. If these stocks 
are still owned, the Steel is worth to- 
day in the open market not far from 
$15,000,000 and the Air Reduction 
more than $16,000,000—on the Steel 
a big paper loss and on the Air Re- 
duction a very handsome paper profit. 
Allied’s stockholders will be interested 
also to learn that their company as of 
August 8, 1935, owned 54,500 shares 
of the common stock of Sloss-Shefheld 
Steel & Iron Co., 43,502 shares of 
6% participating preferred, 3,100 
shares of 7% prior preference and 
3.416 shares of the common stock of 
the Virginia-Carolina Chemical Corp. 
Finally, it was revealed that Orlando 
F. Weber, chairman of the board, re- 
ceived no remuneration in 1934. Inci- 
dentally, Allied earned the equivalent 
of $8.71 a share of common, last year. 
This was higher than had been gener- 
ally expected and as a result the stock 
shot forward toward the $200-mark. 


* «* * 
Federal Trade Commission is charg- 


ing that Bethlehem Steel and fourteen 
cther large manufacturers of tin plate 
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have combined in a scheme to foster 
a monopoly on the part of American 
Can and Continental Can in the manu- 
facture of tin cans. 


ee we 


Re Preferred Arrears 


Prospective buyers of common stock 
sometimes see in the dividends that 
have accumulated on issues senior to 
the one in which they are interested an 
apparently insuperable obstacle to their 
ever receiving any return upon the 
commitment. Yet, recent history shows 
that substantial preferred arrears sel- 
dom have to be settled in cash. For 
example, last year Armour & Co. 
eliminated some $25 a share, which 
had accumulated on its 7% preferred, 
by means of a $6 prior preferred and 
common stock. McKesson & Robbins 
has just eliminated arrears of $14 a 
chare on its old 7% $50-par preference 
stock by exchanging the old stock for 
a greater amount of new $3 preference 
stock, some common, and 50 cents a 
share in cash. Bethlehem Steel is about 
to wipe out $21 a share in arrears on 
its 7% preferred by giving a new 
5% preferred of $20 par value and $1 
in cash. Likewise, the Pure Oil plan 
for taking care of the various sums 
that have accumulated on its three pre- 
ferreds becomes effective very shortly. 
Although the elimination of dividends 


accumulated on a preferred does not 
mean necessarily that the common will 
shortly become a dividend payer, it 
often has this effect and, at the worst, 
means that the junior shares are in line 
for dividends as soon as earnings or 
other considerations warrant. 


** * * 


Floods and the Steel Industry 


Considering the magnitude of the 
disaster, the recent floods did surpris- 
ingly little damage to steel plants; nor 
was there a major interruption in the 
upward swing of the industry's operat- 
ing rate. A fair number of mills closed 
down, but this, in a number of in- 
stances, was more of a precautionary 
measure than the result of necessity. 
In the Pittsburgh district, which was 
one of the hardest hit by floods, 
some stoppages were actually forced, 
but operations throughout are rap- 
idly being restored to normal. Car- 
negie-Illinois Steel (U. S. Steel) was 
unaffected, except in the Thompson 
plant which handles rails: Jones & 
Laughlin suffered in some depart- 
ments, but expects activities to be nor- 
mal by the publication date of this issue. 


* * * 


Foreign Buying in American 
Markets 


Some weeks ago, following the Ger- 
an army’s occupation of the Rhine- 
land when the war scare was at its 
height, there was selling of foreign- 
owned American securities. France, as 
might have been expected, was the 
source of the greater part of it, while 
Great Britain was affected compara- 
tively little. Now, however, that war 
has dwindled to a mere remote possi- 
bility the selling has shown a natural 
tendency to dry up. The pendulum 
has even begun to swing the other 
way, with foreigners again entering 
our markets for the purpose of pur- 
chasing our securities. This seems to 
be the more normal tendency and, 
barring the sudden development of un- 
foreseen disaster in Europe, it is ex- 
pected that the foreign buying which 
has been such a factor in our security 
niarkets over the past year or two will 
be resumed. 


* * * 


Columbian Carbon says that for the 
first two months of this year sales of 
natural gas were 50% over last, while 
sales of all products were up 15%. 
Thus, is the recent sharp run-up in the 
stock explained. 
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SOUTHERN RAILWAY 





On the Road to Recovery 


Big Railroad Believed Lost, Finding Itself Again 


By Prerce H. Futton 





RAILROAD, with a lit- ' 


bined net loss after fixed charges 





tle less than 6,700 miles 

of operated main track, 
and with a system embracing 
nearly 8,000 miles, that was 
pretty generally regarded as 
lost—financially—has made big 
strides in recovery of earnings 
and in general financial posi- 


For 1932 operating revenues 
of the Southern Railway Co. 
dropped to $72,986,542 from 
$143,183,948 for 1929, nearly 
50 per cent. For the former — 








Significant Points in Southern 
Railway 


Railway Co. operated lines 6,644 miles. 

System operated lines 7,956 miles. 

Operating revenues in three years up $10,000,000. 
Net loss in three years down $9,800,000. 

“ Operating revenues still increasing. 

tion. Net income for January and February expected 

| Former strong cash position being regained. 
Short term loans only $14,505,000. 

Recent price of common $18. 

Recent price of preferred $29. 


of more than $1,000,000. 

To show the marked turn 
about in operating revenues, 
beginning with June of last 
year, it is only necessary to call 
| attention to the fact that from 
| June 1 to November 30 there 
| was an increase in that item of 
$4,621,713 over the same period 
| of 1934. Out of this large in- 
crease $3,373,677, or 72 per 
cent, was brought down to net 
railway operating income. As 
a result of the expansion in 











year there was net loss after 

fixed charges of $11,218,507 

against a net income in 1929 of $18,128,728, an actual loss 
in two years of nearly $39,350,000. 

During the next three years, 1933, °34 and °35, operat- 
ing revenues came back almost $10,000,000. Against the 
big loss for the former year of $11,218,507 this company 
reported for 1935 a net loss of only $1,523,193. The 
improvement in the company’s earnings was particularly 
impressive from °34 to °35. 


Improvement Continues This Year 


These are striking figures. What is more, the improve- 
ment has continued so far this year. Operating revenues 
for January were $7,508,772 against $6,587,408 for Janu- 
ary, 1935, an increase of $921,364. Net railway operating 
income for January showed a handsome increase over the 
previous year, the amount being $566,210. Operating 
revenues for February, that short month, with four Sundays 
and two holidays, are expected to be about 14.5 per cent 
over the corresponding month a year ago. 

The official statement for January is likely to show a 
small net income after fixed charges and it is confidently 
believed that the company will be “in the black” as to its 
fixed charges for the two months. The showing with 
regard to this item would have been considerably better, 
except for the charges against operating expenses for the 
Social Security Act in both months and in February of 
putting into effect a pick-up and delivery service. In spite 
of these charges, however, the final result for January and 
February together will be materially better than for the 
corresponding months of 1935, when there was a com- 
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earnings during the last seven 

months of the year, Southern 
Railway was able to reduce the net loss after fixed charges 
of $3,222,307 for the first eight months to only $1,523,193 
for the year as a whole. That figure was in contrast with 
the net loss of $2,795,243 for 1934. 


Effects of Past Mistakes 


The financial troubles of the Southern Railway for the 
last few years began in 1930 and were the result, largely, 
both of a big drop in operating revenues and a too liberal 
dividend policy. In that year, under a sort of unwritten 
agreement, the railroads of the United States pretty gen- 
erally kept up dividends, even on common stock. This 
was done in spite of rapidly falling revenues and profits. 
It was for the purpose, largely, of maintaining confidence 
in the general business condition in this country and in 
the position of railroad securities. The effort proved to 
be almost wholly fruitless in both respects. 

It was a big mistake and an important factor in weak- 
ening the financial position of many railroads. They have 
felt the adverse effects of this policy ever since. 

In the case of Southern Railway, disbursing these divi- 
dends made it necessary to take a substantial sum from 
surplus. The $5 a share paid on the 600,000 shares of 
preferred outstanding required $3,000,000. The dividend 
of $8 a share on the 1,298,200 common shares outstanding 
took $10,385,600, a total for the two dividends of $13, 
385,600 in 1930. In 1931 the payment of dividends required 
a total of $10,789,200, all of which and $5,922,842 more, 
or $16,712,042, had to come from surplus, as Southern 
that year failed by $5,922,842 to earn its fixed charges. 
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For 1932 no dividends were, or could be, paid. The 
deficit after fixed charges was nearly double what it was 
tor the year before, or $11,218,507. 

In 1931 the item of cash which in 1928 and °29 ran 
between 14 and 18 million dollars was cut down to $4,785,- 
907, while the $17,749,301 U. S. Treasury notes, still in 
the company’s treasury at the close of the year before, had 
disappeared altogether, and never have been replaced. 
Strange to say, the cash item rose to $8,157,328 by the end 
of 1932, the worst year of the depression for most rail- 
roads in this country. For each of the next two years, it 
was down to a little more than $5,000,000. 

To show the marked improvement that took place last 
year in this feature of Southern Railway’s financial posi- 
tion, it is only necessary to call attention to the fact that 
on December 31, last, the cash item lacked only a few 
dollars of being $8,000,000, the best by far since 1932 ana 
with that exception, since 1930. 

The management of the Southern Railway learned its 
lesson during the early years of the depression, when the 
depletion of the treasury resources took place. It has come 
to the present time with no bank loans and with only 
$14,505,000 borrowed from the R F C. Provision must 
be made for the maturity on May 1 next of $4,859,000 
Virginia Midland Railway General Mortgage 5 per cent 
bonds (an issue of a subsidiary). 

These bonds will be paid at maturity and the necessary 
funds are to be obtained from the R F C through a loan for 
an amount identical with that of the Virginia Midland 
bonds outstanding. Applica- 
tion has been made to the I. 
C. C. for the approval of the 
loan. With the granting of 
this loan Southern Railway's 
short term loans will be in- 
creased to between $19,000,- 
000 and $20,000,000. The 
company has no other bond 
maturities this year, none in 
°37, but two moderate sized 
issues in 1938. That is some 
distance off, as things go these 
days. 

In should be noted, when 
considering Southern Rail- 
way’s financial position, that 
from December 31, 1928, to 
the corresponding date of 
1934, the net funded debt was 
reduced by $11,987,200. 

That the Southern Railway 
management thinks favorably 
of reductions in passenger 
fares on the railroads in the 
Southern region, is evidenced 
by the fact that application 
has been made to the I. C. C. 
to continue the so-called “low 
experimental rates” for six 
months more from April 1, 
next, in North Carolina, Ala- 
bama, Georgia, Illinois and 
Louisiana. As the Southern 
Railway system realized $2,- 
045,222 from the emergency freight charges from April 18 
to November 30, 1935, indefinite extension of which is now 
being sought by the railroads, their continuance would ap- 
pear to be particularly important to this company. 

It has taken special steps also to increase the volume 
of its freight traffic. On February 5, under authority of 
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the I. C. C., it put into effect a free pick-up and delivery 
service with respect to less than carload merchandise traffic. 
The plan provides for the paying of 5 cents per 100 pounds 
to shippers and consignees that make arrangements for per- 
forming this service themselves. 

The Southern Railway, as a railroad, dates back to 1847, 
with the incorporation in that year of the Richmond & 
Danville Railroad, the real nucleus of the present system 
of nearly 8,000 miles of main line. That road and several 
others acquired subsequently, were taken over in 1880 by 
the Richmond & West Point Terminal Railway & Ware- 
house Co. It, in turn, and all its proprietary companies, 
with the exception of two or three, went into receivership 
in 1892. The outcome was a reorganization two years 
later, into the present Southern Railway Co., incorporated 
under Virginia laws on February 20 of that year. In the 
years that followed, Southern Railway took in by merger 
many small railroads and acquired still others through lease 
or the purchase of stock in whole or in part. 

The lines of the present system extend from Washington, 
D. C., on the north to Cincinnati and St. Louis on the 
west and through most of the important cities in the South 
Atlantic States, all the way to New Orleans, Mobile and 
Jacksonville. 

While from its location the Southern Railway might be 
easily regarded as largely a carrier of agricultural products, 
the facts are that in 1934 (figures for 1935 are not avail- 
able) they constituted a trifle less than 12 per cent of 
the total freight traffic handled. As it is true of so many 
American railroads that, in 
the popular mind, are similarly 
characterized, products of 
mines contributed the largest 
percentage of the total freight 
trafic. In 1934 over 46 per 
cent came from that source. 
Of that 46 per cent, 35.61 per 
cent represented bituminous 
coal. Manufactures and mis- 
cellaneous ranked second with 
26.19 per cent of the total. 
In that year LCL freight, for 
which Southern Railway is 
now making a special effort, 
contributed nearly 5 per cent 
of the whole. 

While, as shown already, 
Southern Railway depleted its 
treasury of cash and govern- 
ment securities early in the 
depression, it has not incurred 
a big short-term debt, as that 
item is still limited to $14,- 
505,000. If earnings continue 
to improve as they did last 
year, the Southern should be 
able to liquidate this obliga- 
tion within a reasonable time 
and also build up a treasury 
reserve again. 

The ability of the company 
to make large operating reve- 
nues, under favorable condi- 
tions, is clearly shown by the 
fact that in 1926 they were $155,467,976 and the net in- 


come after fixed charges $23,506,722. These are 
the best results ever reported by this company for a single 
year. 


As likewise shown, the Southern Railway System em- 
(Please turn to page 745) 
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Better Earnings for [tuck 
Manufacturers 


Increasing Demand Indicates Record Volume and Substan- 


tial Improvement in Profit Position of Leading Companies 


By Epwin A. Barnes 


ANY people - | 
have grown Wl 
accustomed ; 

to thinking of the oe 
automobile industry 
solely in terms of 
passenger cars, over- 
looking the fact that 
the manufacture of 
commercial vehicles 
and heavy-duty trucks 
is an important indus- 
try in its own right. 
Prior to the depres- 
sion truck sales ran as 
high as half a billion 
dollars annually. Last 
year saw the industry 
well along the road to 
recovery, and in the 
van of many others. 
Truck production in 
1935 of 756,913 units 
was the second larg- 
est on record and less 
than 10 per cent un- 
der 1929, the previ- 
ous peak year. Al- 
ready off to a flying start for sales, the industry this year 
stands an excellent chance of setting a new production 
record. 

Since 1929, however, there have been several significant 
changes in the character of the motor truck industry. Of 
these the most salutary one has been trend toward lighter 
trucks. Last year over 93 per cent of the trucks sold were 
less than two tons in capacity, while commercial type trucks 
of three-quarter ton, or less, capacity accounted for more 
than a third of total sales. The effect of this condition was 
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In New York City buses replace trolley cars 


to restrict dollar vol- 
ume to within 30 per 
cent of 1929. 
Observing further 
the effect of this pre- 
dominant demand for 
lighter weight trucks, 
four companies— 
Ford, General Motors, 
Chrysler and Interna- 
tional Harvester—ac- 
counted for more than 
90 per cent of new 
truck registrations in 
1935. None of these 
companies, it will be 
seen, engages exclu- 
sively in the manufac- 
ture of motor trucks. 
The ability of these 
companies to achieve 
such a superior rank- 
ing is not solely a re- 
flection of the times 
and a_ natural de- 
mand for lower cost 
products in a period 
of restricted business, 
but is in a large measure attributable to their more extensive 
sales organizations and readily available service facilities. In 
the circumstances, independent manufacturers of heavy- 
duty trucks have been at a marked disadvantage. 
Encouraged, however, by general business recovery, inde- 
pendent truck manufacturers have lately shown increasing 
competitive aggressiveness and are preparing to garner a 
Jarger share of the market for themselves. These prepara- 
tions are noticeable in several directions. Most of the lead- 
ing manufacturers of heavy-duty trucks have developed light 
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models; a concerted drive is being made for more dealer 
outlets; and more attention is being paid to such features 
as comfort, eye-appeal, economy and speed, which hereto- 
fore have not been identified to any great extent with trucks. 
A number of companies are exploring the possibilities of 
Diesel-powered units, doubtless well aware that the more 
economical operating costs of these vehicles will be a strong 
selling point, particularly to operators of large transport 
fleets, which under Federal regulation are confronted with 
the prospect of higher labor costs. 

With the advent of better business, particularly in the 
heavier construction and road building industries, truck 
builders are counting heavily on a strong replacement de- 
mand to assert itself, as it has in the case of passenger cars. 
Out of more than 3,500,000 trucks and commercial vehicles 
in service at the present time, about one-third were manu- 
factured prior to 1928. This is not hard to believe when 
one recalls the astonishing number of trucks that can be 
observed daily on the road which appear to be only a step 
ahead of the junk yard. 


New Developments Aid Sales 


Another favorable factor in the truck prospect is the 
increasing use of motor buses to supplant trolley cars. This 
trend had its origin in inter-urban service, but has lately 
spread to the larger cities with increasing momentum. Intra- 
city buses gained some 1,500 units last year, while those in 
intercity use increased less than 1,000. Production of pas- 
senger buses last year totaled nearly 16,000 vehicles, a new 
high record. 

After April 1, the prospects are that store-door delivery 
and pick-up service by the railroads will be virtually nation- 
wide. This development, both directly and indirectly, prom- 
ises to redound to the benefit of truck manufacturers. 
According to reports, many roads will hire the necessary 
trucking to provide “store-door” service, while others may 
create their own trucking systems. In any event, the pros- 
pective need for more trucks in this service appears to be 
an entirely valid one. Incidentally, it is interesting to note 
that since 1925, the number of trucks used by railroads has 
increased from 900 to around 26,000. 

There are nearly four times as many manufacturers of 
trucks and commercial cars as there are makers of passenger 
vehicles. Consequently, the anticipated gain in production 
and sales indicated for the current year will be spread over 
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a much broader corporate area. Resembling the automobile 
industry, on the other hand, a comparative handful of truck 
companies, as previously noted, accounts for a substantial 
bulk of total sales. Outside of this small group of companies, 
which have national distribution, the lesser known ones con- 
fine their activities for the most part to various sections of 
the country. By the same token, investment participation in 
the industry is limited to the shares of the recognized leaders. 

Mack Trucks, Inc., has for many years been a foremost 
manufacturer of heavy duty trucks and its formidable 
“Bull Dog” models have probably been witnessed thun- 
dering along practically every road in the country. Despite 
the company’s long-established leadership in its field it has 
felt keenly the increasing competition, which in late years 
particularly has made very noticeable inroads on its business. 
It is necessary to go back as far as 1925 to find the peak 
level of the company’s earnings. In that year, with sales 
amounting to $68,912,000, net income totaled $9,500,000. 
Although sales in the following year were moderately 
higher, profits were not. Even in 1929, sales were about 
$11,000,000 under the 1925 figure. 


The Leading Maker of Heavy-Duty Trucks 


A 10-ton Mack chassis sells for around $8,000 and other 
models are comparatively high-priced. Yet the company’s 
decline in sales and earnings can be only partly attributed 
to depression influences for the lower trend was in evidence 
some time prior to the °30s. The greater portion of the 
responsibility must be laid at the door of the passenger car 
manufacturers who, by virtue of their ability to produce 
trucks by only slightly altering passenger car models, have 
steadily encroached upon the field formerly held by Mack 
and other independent truck makers. Not only were auto- 
mobile manufacturers at a decided advantage in competing 
on a price basis, but the versatility of the light truck unit 
was appreciably increased by the use of trailers and over- 
size bodies. 

Mack, in its report for 1935, acknowledged this state of 
affairs as a prelude to the introduction of a new line of low 
priced trucks to be known as Mack, Jr. This group will 
include seven models of trucks and buses, ranging from a 
Y-ton truck priced at $535 to a 2/3-ton truck at $1,035. 
The buses will be available in three models with a base price 
of $2,700. The new line will be serviced in the company’s 

(Please turn to page 742) 
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Opportunities in Low-Priced 


Shares 


Representing Companies Favorably Situated 


in Industries Showing an Upward Trend 


SELECTED BY THE MaGazINE OF WALL STREET STAFF 


Bridgeport Brass Co. 


The activities of Bridgeport Brass 
Co., embrace the manufacture of brass, 
copper and other alloys in various 
forms, together with an extensive line 
of finished products such as tubular 
plumbing goods, automobile tire stems 








Earnings Per Share Recent 
1935 1934 Price Div. Yield 
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and thermostats. The nature of the 
company’s business is such that wide 
variations in earning power are ex- 
perienced, but with a rising tide of 
general recovery such as has been wit- 
nessed during the past two years sales 
and earnings have responded vigor- 
ously. 

For 1933, the company reported net 
income of $314,581, which was pro- 
jected into the following year when 
net of $576,636 was equal to $1.11 a 
share on 520,992 shares of capital 
stock. During the past year the num- 
ber of shares outstanding was increased 
by the conversion of the company’s 
642% debentures and the taking up 
of stock purchase options by officers of 
the company and others. Giving effect 
to the increase in stock to 648,304 
shares, net income of $726,617 in 
1935 was equal to $1.12 a share. Since 
1933, the company’s sales have nearly 
doubled, while earnings have more 
than done so. 

Dividends were resumed a year ago 
last December and have since been 
maintained at the rate of 10 cents 
quarterly. Although late earnings lend 
considerable weight to the possibility 
of an upward revision in the present 
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rate, action in this respect may be de- 
ferred to give the company an oppor- 
tunity to build up its cash position. At 
the end of last year the ratio of cur- 
rent assets to current liabilities stood 
at nearly 4 to 1, but cash totaled only 
$266,643, as compared with total cur- 
rent assets to current liabilities stood 

The generally favorable industrial 
prospect for the current year should be 
reflected in the earnings of Bridgeport 
Brass, while particularly, the marked 
improvement in the construction in- 
dustries forecast for 1936 should pro- 
vide added stimulation. Quoted at 17, 
and representing the entire equity in 
the business, the company’s shares 
would seem to present a creditable 
speculative opportunity. 


National Acme Co. 


As a potentially profitable stake in 
the machine tool industry the shares 
of National Acme have much in their 
favor. Last year the machine tool in- 
dustry recorded a distinct trend in the 
direction of revival and, as it is the 
nature of the industry to lag behind 
until recovery in other industrial fields 
is well advanced, the probabilities 
would appear to favor a more pro- 
nounced upturn this year. 

National Acme, an old established 
company, manufactures single and mul- 
tiple spindle automatic screw machines, 
turret lathes and chucking machines. 
Not as important but serving to com- 
plete the company’s line and diversify 
its output, are such products as screw 
machine items, threading tools and 
general manufacturing. While many 
industries may be numbered among the 
users of these products, the company 
finds its principal outlet, particularly 


of late, in the automobile industry. 
However, as recovery spreads over a 
wider industrial area, it is a safe con- 
jecture that other outlets will contri- 
bute in more substantial measure to 
the company’s sales and earnings. This 
is also true of foreign sales, which in 











Earnings Per Share Recent 
1935 1934 Price Div. Vield 
$0.51 $0.28 $15 None 
normal times have accounted for 


around 20% of the company’s total 
business. 

Last year National Acme reported 
net profit of $257,408, or the equiv- 
alent of 51 cents a share on the 500,000 
shares of capital stock. In 1934, the 
shares earned 28 cents each. Of par- 
ticular significance, was the fact that 
earnings in the final quarter of 1935 
were more than twice the amount 
earned in the first nine months This 
marked upward trend may well be 
maintained in the initial three months 
of this year and further, earnings will 
be aided by the advance of from 10% 
to 12% in screw machine prices. The 
ability to raise prices despite the keen 
competition in this branch of the in- 
dustry would seem to testify to the 
strong current demand. 

Ranking ahead of the capital stock 
is $1,676,000 funded debt. Working 
capital of $3,014,132 at the end of 
last year was almost twice funded debt 
and current liabilities of $314,436 were 
exceeded by cash of $402,000. Al- 
though the shares are not paying divi- 
dends at the present time, the upward 
surge in earnings coupled with the fa- 
vorable outlook indicate that resump- 
tion of payments this year to be a 
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plausible expectation. Frankly consid- 
ered in the light of their speculative 
possibilities, the shares of National 
Acme, at 15, would seem to have well 
founded merit. 


C. M. Hall Lamp Co. 


The Hall Lamp Co., is a compara- 
tively small organization, devoting it- 
self exclusively to the manufacture of 
headlights for automobile, motorcycles 
and bicycles. Output for the automo- 
tive industry is, of course, the most 





Recent 
Price Div. 


$614 $0.20 


Earnings Per Share 
1935 1934 


$0.45 $0.22 


Yield 
3.0% 





important, and by the same token earn- 
ings have, in recent years, responded 
to the impressive recovery staged by 
the motor car industry. Sales last year, 
for example, were some 50% ahead 
of 1934. 

Primarily dependent not only upon 
a single industry but a single product 
as well, it is only too apparent that 
the company’s continued success is con- 
tingent upon its ability to retain its 
standing in a highly competitive field 
and develop large scale production. 
For the present, at least, there is no 
basis for apprehension in this respect. 
For 1936, the company will supply 
lamps for Chrysler, DeSoto, Packard, 
Graham, Terraplane and_ Lincoln 
models and these contracts should 
assure a further upturn in current 
sales and profits. 

Net income of Hall Lamp last year 
registered an increase of 100% over 
1934. The total of $163,369 compared 
with $80,694 for the two years respec- 
tively. Applied to the 362,080 shares 
outstanding at the end of last year, 
1935 profits were equivalent to 45 cents 
a share as compared with 22 cents a 
share earned in 1934, on 366,180 
shares. The shares comprise the com- 
pany’s entire capitalization. Total cur- 
rent assets at the close of the most 
recent year amounted to $1,070,428, 
and included cash of about $230,000, 
while current liabilities totaled $116,- 
228. 

A distinguishing point to be ob- 
served in connection with this com- 
pany is the fact that it has paid divi- 
dends continuously since it was or- 
ganized. Since 1930, however, it has 
been the policy to pay dividends more 
or less as earnings and finances per- 
mitted. Two dividend disbursements 
of 10 cents each were made in 1935, 
and payments are likely to continue 
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the pace set by current earnings. Sell- 
ing at 6% to yield around 3%, on 
the New York Curb, the shares pre- 
sent interesting possibilities as a low- 
cost speculative vehicle. 


Blaw-Knox Co. 


The report of Blaw-Knox for last 
year made the best showing since 1931 
and was made possible by the belated 
upturn in the heavier industries upon 
which the company is heavily depend- 
ent. Although broad diversity of prod- 
ucts is a conspicuous feature in the 
company’s activities, these products are 
for the most part of the type which 
are not replaced until they have out- 
lived their usefulness or industrial man- 
agers have sufficient confidence in the 
future to enlarge their productive ca- 
pacity and engage in plant rehabilita- 
tion on a broad scale. 

Chief among the industries to which 
Blaw-Knox caters are road building 
and maintenance, electric power trans- 
mission, steel, chemical and oil. Subsi- 
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diaries manufacture rolling mill equip- 
ment and alloy-steel castings and 
frames. The company’s scope is inter- 
national and normally foreign business 
bulks heavily in the total. Research is 
an important phase of its activities and 
new products are being continually de- 
veloped and improvements made to 
old ones. 

The drastic curtailment of capital 
goods purchases during the depression 
was responsible for the company’s 
rather mediocre showing subsequent to 
1930, and while deficits were avoided 
in every year but 1932, profits were 
only a small fraction of the amounts 
earned in 1929 and 1930. Last year 
a marked increase in orders booked 
produced a net profit of $565,230, as 
compared with $35,504 in 1934. Ap- 
plied to the 1,322,395 shares of capi- 
tal stock, these amounts were equal to 
43 cents and 3 cents per share respec- 
tively. 

The company entered 1936 with 
orders on its books substantially larger 
than a year ago and with industrial 
replacements continuing apace, the 
company’s potential business from this 
source should be augmented by larger 
scale road building, utility construc- 
tion and public works. The improve- 
ment in earnings last year was marked 
by the payment of a 10-cent dividend 


in December and present indications 
are that further disbursements will be 
forthcoming. The company’s shares, 
comprising the entire capitalization, al- 
though having practically doubled in 
value from their 1935 low, continue to 
invite consideration as an interesting 
medium for participating in the further 
recovery of the heavier industries. 


Consolidated Oil Corp. 


Last year was a notable one for Con- 
solidated Oil Corp., in more respects 
than one. Earnings were the best since 
the formation of the present company 
in 1932 and the position of common 
stockholders was appreciably strength- 
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ened by capital changes resulting in an 
important savings in interest and divi- 
dend charges. 

During 1935, the company retired 
an aggregate of $48,781,700 of 62% 
and 7% bonds, financed largely by 
bank loans of $40,000,000 at an aver- 
age interest rate of 2.68%. A large 
portion of the outstanding 8% pre- 
ferred stock was exchanged for new $5 
preferred, the latter now outstanding 
in the amount of 56,758 shares. Early 
this year the balance of the old pre- 
ferred was retired, funds for that pur- 
pose being furnished by the company’s 
treasury. In addition the company 
spent over $20,000,000 for capital 
additions last year, including $4,400, 
000 for a half interest in the Richfield 
Oil Corp. of N. Y. Notwithstanding 
these expenditures and outlays, as wel! 
as the payment of preferred and com- 
mon dividends, cash at the end of the 
year was nearly $6,000,000 higher. 

Consolidated Oil is strongly repre- 
sented in every major phase of the oil 
industry. For example, the company 
last year was credited with supplying 
more than 10% of all the lubricating 
cil sold in the United States. Proven 
reserves are calculated to exceed 500,- 
000,000 barrels gross, which, on the 
current basis of $1.15 a barrel, would 
be equal to over $30 a share for the 
common stock after deducting the pre- 
ferred stock and bank loans. Due to 
pro-ration schedules, however, produc- 
tion last year of 26,000,000 barrels of 
crude was only about 50% of the com- 
pany’s refinery requirements. 

Net income last year totaled $11,- 
206,904 equal, after preferred divi- 
dends, to 74 cents a share on 13,983,- 
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287 shares ot common stock. This 
compared with net of $553,282, or 
$5.43 a share on the 8% preferred 
stock in 1934. Current assets at the 
year-end totaled $96,627,137, includ- 
ing cash items of more than $31,000,- 
000, and current liabilities were $18,- 
249,697. A dividend of 25 cents was 
paid on the common last year and a 
similar one has been paid this year. 

The oil industry is approaching its 
season of peak activity tavored by a 
stronger statistical position than at 
any time in recent years. This condi- 
tion plus the full benefit of the reduced 
capital charges effected last year 
should have a salutary effect upon the 
earnings of Consolidated Oil and the 
company’s shares may be confidently 
endorsed as a promising speculation, 
with larger dividends a logical possi- 
bility. 


General Bronze Corp. 


The General Bronze Corp. ranks as 
the foremost manufacturer of bronze, 
iron and other metal work used princi- 
pally for architectural purposes, light- 
ing fixtures, stairways, elevator doors, 
etc. The largest outlets for these prod- 








Earnings Per Share Recent 
1935 1934 Price Div. Yield 
$0.35 Nil $10 None ‘ 








ucts are factories, office buildings and 
other commercial buildings. During 
the late "20s the company did a large 
volume of business and earnings were 
substantial, but with the practical cessa- 
tion of industrial and commercial con- 
struction in subsequent years, the com- 
pany was hard pressed to maintain 
cperations on a profitable basis. Mod- 
est profits were shown in 1932 and 
1933, while in 1930, °31 and °34 the 
aggregate deficits of these years totaled 
nearly $2,00,000. The fact, however, 
that 1934 operations slipped back into 
“the red,” after two profitable years, 
was largely the result of heavy expenses 
incurred because of labor difficulties. 
Last year told a different story, how- 
ever, and for the full year the com- 
pany reported profits amounting to 
$80,336. While this was not a par- 
ticularly impressive figure, it is signifi- 
cant when compared to the deficit of 
$460,239 suffered in 1934. At the 
present time, there are unmistakable 
signs of important revival in the con- 
struction industry and to that extent 
the company’s prospects are more prom- 
ising than at any time in recent years. 
While the inference to be drawn from 
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the nature of the products of General 
Bronze is that the company’s progress 
from this point on will be governed by 
the volume of commercial construc- 
tion, of which admittedly there is still 
a surplus in many important urban 
centers, the volume of orders conceiv- 
ably might be enlarged to an important 
degree by modernization and repair 
projects. It is to be doubted, however, 
that the company can restore the earn- 
ing power of 1928 and 1929 without 
the aid of large-scale building of office 
structures and their like. 

Thus, while the shares would prob- 
ably return the greatest measure of 
price enhancement over the longer 
term, more immediate possibilities are 
also present. Outstanding in the 
amount of only 228,880 shares, and 
preceded by funded debt of less than 
$1,700,000, a relatively modest gain 
in net income would be translated into 
a fairly conspicuous upturn in per- 
share results. 

Financially, the company is com- 
fortably secure. Cash items alone at 
the end of last year amounting to 
$1,425,000 were substantially in excess 
of current liabilities of $175,000. 
While dividends would not appear to 
be likely in the near future, certainly 
this evidence of financial strength will 
tend to hasten their resumption under 
the favorable influence of improving 
earnings. On the basis of earnings last 
year, equal to 35 cents a share, the 
stock at 10 is not undervalued but for 
the investor with an eye to the future 
the shares are worthy of consideration. 


Newport Industries, Inc. 


Last year Newport Industries showed 
definite signs of hitting its earnings 
stride and operations produced the 
largest profit since the company was 
formed in 1931. Moreover, there are 
factors in the current outlook which 
give promise of further promoting the 
upward trend of earnings this year. 

The company is engaged in the 
manufacture of naval stores, the trade 
designation given to turpentine, rosin 
and pine oil. The company employs 
the steam distillation-solvent process, 
which is utilized for the production of 
about 20% of the rosin and turpentine 
in the United States. Rosin is con- 
sumed in the manufacture of numer- 
ous products, chief of which, however, 
are soap, paper, paint and varnish. 
Other outlets include linoleum, print- 
ing inks, batteries, electrical goods, lac- 
quers and rubber goods. Turpentine 
is utilized largely by the paint and 
varnish trades and pine oil is used in 
textiles, soaps, disinfectants, etc. With 


the Armstrong Cork Co., the company 
shares ownership of the Armstrong. 
Newport Co., manufacturing insulat- 
ing board and wall board used in home 
construction, refrigerators and refrig. 


erator cars. The latter are marketed 
through the many sales outlets of Arm: 
lets of Armstrong Cork. 

Newport meets active competition in 
its field, particularly in turpentine but 
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it may be said that the company has 
given a fairly good account of itself in 
the face of the adverse conditions. 

Deficits aggregating nearly $800,000 
in 1931 and 1932 were supplanted by a 
modest profit in 1933, net income in 
the latter year of about $27,000 being 
equal to 5 cents a share on the outstand- 
ing stock. Reflecting mainly higher 
prices for its principal products, the 
company reported earnings equal to 
31 cents a share in 1934. Last year 
increased sales and better prices resulted 
in net income of $295,117, or 57 
cents a share for the stock, nearly 
double 1934 results. 


The company’s capital structure is 
a simple one, being made up solely of 
519,347 shares of stock, on which no 
dividends have been paid. Financial 
position is secure. Current assets, in- 
cluding about $227,000 cash, totaled 
$1,560,234 at the end of last year, 
while current liabilities were only 
$260,147. In evaluating the current 
prospects for the company, the possi- 
bility of further marked increase in 
home construction with a correspond: 
ing demand for paints and varnishes 
carries considerable weight. Also, the 
possibility of some further rise in the 
price of rosin is considered quite likely 
in trade circles. This event would be 
of further benefit to the earnings of 
Newport Industries. Prevailing levels 
for the shares (around 12) reflect to 
scme degree the favorable aspects of 
the present situation, but viewed in 
relation to longer term prospects, in- 
teresting possibilities are discernible. 


Pittsburgh Screw & Bolt 
Corp. 


Admittedly speculative and drawing 
heavily on future prospects to support 
prevailing quotations the shares of 
Pittsburgh Screw & Bolt, nevertheless, 
possess the elements of a worthwhile 
speculation. Prior to 1931, the com- 
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pany had enjoyed an extended series 
cf profitable years, but the downward 
spiral of general business, accelerated 
in the case of this company by its close 
association with the heavy industries, 
produced deficits in the years 1931 to 
1933, inclusive. Aggregate losses in 
those years of about $1,500,000 were 
absorbed, however, without undue dif- 
ficulty or impairment of finances. All 
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things considered, the company has 
weathered a difficult period in a credit- 
able manner. 

Pittsburgh Screw & Bolt Corp., pro- 
duces a complete line of standard bolts 
and nuts, screws and rivets. Specialty 
products include a device for the pro- 
tection of the threads at the end of a 
pipe and a patented self-locking nut. 
More recently the company has ex- 
tended its activities to include the manu- 
facture of steel alloy propellor blades 
and hubs for airplanes. Thus, it will 
be seen that for the most part the com- 
pany is dependent upon the same fac- 
tors which influence the demand for 
heavy steel. In this connection, the 
probability of a sizable increase in 
railway equipment purchases this year 
is a significant factor. 

Last year the company was handi- 
capped in participating in the general 
industrial recovery by unsatisfactory 
marketing conditions in its field, which 
persisted for the greater part of the 
year. Coupled with the increase in 
raw material costs this condition was 
largely responsible for the deficit of 
$46,000 after interest and deprecia- 
tion. In recent months a much more 
favorable price situation has existed; 
nut and bolt prices were advanced 7% 
late in 1935. Furthermore, orders re- 
ceived have made it necessary to extend 
the working week in several of the 
company’s plants from five to six days. 
Orders from the Government have kept 
the company’s propellor plant going 
night and day, and in January the com- 
pany is reported to have shown a net 
profit of $69,000, after all charges. 

Ranking ahead of the company’s 
1,434,553 shares of common stock is 
funded debt of $3,520,000, being 52% 
debentures due in 1947. The com- 
pany has paid no dividends to stock- 
holders since 1931 and there is little 
likelihood that payments will be re- 
sumed in the near future. Ag a non- 
dividend low-cost speculative vehicle, 
however, the shares should appeal to 
those endowed with a reasonable mea- 
sure of patience; as an interesting “side 
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door” stake in the future recovery of 
the heavy industries. 


Compo Shoe Machinery 
Corp. 


The Compo Shoe Machinery Corp. 
is a child of the late boom, for it first 
saw the light of day in 1929, about 
the worst possible time to choose for 
a start. Unlike many of its contempo- 
raries, however, it enjoyed the benefits 
of steady expansion in the volume of 
its business and was successful in mak- 
ing money almost from the start. 

The business of the Compo Shoe 
Machinery Corp. is that of manufac- 
turing and leasing machinery to manu- 
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facturers of shoes. They are not sew- 
ing machines, but rather pasting ma- 
chines that cement the sole to the up- 
per. At the company’s inception only 
women’s shoes could be treated in this 
way, but later it was expanded to in- 
clude men’s and children’s shoes, while 
last year a machine for handling wood- 
en heels was released. 

The advantage of the cemented sole 
is that it cheapens the cost of manu- 
facture and the shoes so constructed 
wear well. Compo’s revenues are de- 
rived on a royalty basis according to 
the number of shoes which the lessee 
turns out. Not the least profitable part 
of the business lies in the sale of the 
cement, although the drop in earnings 
which took place last year can be at- 
tributed to a reduction in the price of 
this material and the cost of develop- 
ing new machinery. 

As an indication of the growing 
importance of the Compo process in 
the manufacture of shoes may be cited 
the fact that of the 140,000,000 pairs 
of women’s shoes made in this coun- 
try last year 26% were made with 
Compo equipment. This is the result 
of uninterrupted gains from the 42% 
made with Compo equipment in 1928. 

Earnings paralleled the gain in vol- 
ume between 1929 and 1934, inclusive, 
moving from a loss in 1929 to a profit 
equivalent to $1.63 a share of common 
stock in 1934. As has been explained 
above, there was a decline in 1935, 
net earnings for the common. stock 
falling to the equivalent of $1.17 a 
share. 

Compo’s capitalization is a simple 
one, for at the end of last year there 
were outstanding only 125,533 shares 


of common stock of no-par stock. There 
is neither preferred stock nor funded 
debt. The company’s working capital 
position is adequate. At the end of 
i935, current assets, including cash of 
$86,000, amounted to $460,000, where- 
as current liabilities totalled $148,000. 

The common stock of the Compo 
Shoe Machinery Corp. is fully listed 
en the New York Curb Exchange and 
is selling currently in the neighborhood 
of $14 a share. A regular annual divi- 
dend of 50 cents a share is being paid, 
a return well covered by recent earn- 
ings. Compo’s business is still in the 
stage of dynamic expansion and, al- 
though it has a giant competitor in 
United Shoe Machinery, the latter is 
likely to look complacently upon fur- 
ther Compo gains, lest the cry of 
“monopoly” arise. The shares offer 
a fair return plus possibilities for mod- 
erate enhancement in value over a 
period of time. 


Butler Brothers 


Butler Brothers is one of the leading 
and oldest wholesale merchandising or- 
ganizations in the United States. In 
recent years, however, a number of 
changes have been wrought in the char- 
acter of the company’s activities, made 
necessary in order to cope with modern 
merchandising technique, and Butler 
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Brothers has extended its scope to in- 
ciude the operation of a chain of variety 
and dry goods stores and the promo- 
tion of co-operative buying on the part 
of independent stores throughout the 
country. Formerly the company’s 
business was largely of a mail-order 
nature, but today direct selling plays 
an important part. These sweeping 
revisions in the company’s methods 
were inagurated just prior to the de- 
pression and the added costs initially 
entailed, coupled with lower sales, re- 
sulted in a series of deficits which 
totaled about $7,000,000. Since 1932, 
however, operations have been on a 
profitable’ basis and with the benefit of 
the rising tide of recovery, the com- 
pany will have more ample opportunity 
to demonstrate the wisdom of its newer 
policies. 

Functioning in the capacity of a 
jobber, the company offers independent 
merchants a wide variety of merchan- 
dise, including furniture, hardware, 
dry goods, jewelry and cutlery. Re- 
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tail activities embrace the operation of 
two chains—the Scott 5c-to-$1 stores 
having 115 outlets in the Middle West 
and 25 L. C. Burr dry goods stores in 
the Southwest. Wholesale distributing 
branches are maintained in seven large 
cities serving important buying centers 
throughout the country and some 100,- 
000 accounts are served by catalog and 
mail order. Acting solely in an ad- 
visory capacity and furnishing retail 
assistance to some 4,000 variety and 
dry goods stores, the company assures 
itself of some $30,000,000 annually in 
business from these sources. 

Last year the company reported net 
income of $1,284,907, which was equal 
to $1.16 a share on the outstanding 
stock. This was a modest improve- 
ment over 1934 when earnings were 
equal to $1.10 a share, but short of the 
$1.42 earned in 1933. In the latter 
year, however, the company was able 
to cash in handsomely on a low-priced 
inventory and rapidly rising retail 
prices. Ahead of the 1,109,429 shares 
of common stock is funded debt of 
$5,500,000 represented by 5% deben- 
tures due serially to 1945. The 1935 
balance sheet disclosed current assets 
of $24,119,175, cash totaled about 
$3,000,000, and current liabilities 
amounted to $6,630,580. The com- 
pany was indebted to banks to the ex- 
tent of $2,350,000. No dividends have 
been paid to shareholders since 1930, 
but the implications of three years of 
profitable operations, plus the promis- 
ing outlook for the current year, sug- 
gest that the time is not far off when 
payments will be resumed. In the 
seven-year period to 1930 the company 
averaged annual earnings of $2.40 a 
share on the common stock and from 
1921 to 1929, inclusive, dividends of 
at least $2 a share were paid annually. 
Recently quoted around 10 on the 
New York Curb, the shares are con- 
servatively appraised in relation to late 
earnings and at these levels, the possi- 
bilities for higher earnings and the re- 
sumption of dividends this year appear 
to have been overlooked. 


Bucyrus-Erie Co. 


Although there has been a gradual 
betterment in the operations of Bucy- 
rus-Erie Co. during the past three years, 
this improvement until last year has 
reflected itself in smaller deficits. The 
modest profit shown in 1935, however, 
is impressive largely because it affords 
favorable contrast with three years of 
deficits and is indicative of a favorable 
trend. In other words, the company 
kas still to experience any generous 
measure of recovery, but its potentiali- 
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ties for doing so are sufficiently promis- 
ing to lend speculative attraction to the 
common stock. 

Bucyrus-Erie is a foremost manufac- 
turer of excavating machinery. Within 
this broad designation are included a 
wide variety of products ranging from 
small power shovels to huge dredges 
and wrecking cranes, powered by elec- 








Earnings Per Share* Recent 
1935 1934 Price (a) Div. Yield 
$2.29 Nil $12 None 


*7 Preferred. (a)Common. 








tric, steam, Diesel or internal com- 
bustion units. The principal outlets 
for these products include such indus- 
tries as mining, quarrying, construction, 
road building and railroad, as well as 
in the work of harbor dredging and 
levee repairs. Bucyrus-Erie products 
are sold throughout the world. 

Prior to the depression, operations 
were productive of sizable profits, but 
the nature of its business was such that 
subsequent to 1930, the company felt 
the full brunt of the restricted demand 
for all types of capital goods and the 
drastically curtailed activities in those 
industrial fields upon which it is heavi- 
ly dependent. Deficits aggregating 
more than $3,000,000 were piled up 
in the three-year period, 1932-1934. 
Dividends on the $7 preferred stock 
were cut to $2 annually, while pay- 
ments on the $2.50 convertible prefer- 
ence and common shares were omitted 
entirely in 1931. 

Last year, the company reported net 
income of $156,429, equal to $2.29 a 
share on the 68,300 shares of $7 pre- 
ferred stock. In 1934 the loss totaled 
$289,036. Dividends on the preferred 
stock have been increased and giving 
effect to two payments of $1 each this 
year, arrears now amount to $16 a 
share, or slightly more than $1,000,000. 
Dividends on the 419,112 shares of 
$2.50 convertible preference stock are 
non-cumulative, and are payable rat- 
ably with the common in such propor- 
tions that the full $2.50 rate will be 
paid in any year in which the common 
receives $1 a share. There are 560,000 
shares of common outstanding. Despite 
unprofitable operations, company’s 
finances have remained wholly secure. 
At the end of last year, current assets, 
including cash of around $2,400,000, 
amounted to $8,022,371, while current 
liabilities totaled only $706,816. 

The encouraging aspects in the com- 
pany’s outlook at this time include not 
only the accelerated pace of mining 
and road-building operations, but such 
cther factors as flood rehabilitation, 
slum clearance projects, increased con- 


struction and improved railway opera- 
tions combine to suggest that sales and 
profits this year will be substantially 


better. Strong finances would permit 
the prompt liquidation of back divi 
dends of the $7 preferred and while 
dividends on the junior shares are not 
an immediate prospect, at recent levels 
around 12 the common invites favor- 
able speculative consideration. 


Grand Rapids Varnish Corp. 
The Grand Rapids Varnish Corp. is 


no industrial giant. It has, however, 
a record of which many larger com- 
panies would be proud. Only once in 
the past ten years has the Grand Rapids 
Varnish Corp. reported a loss; this 
was in 1930. The company’s business 
is that of manufacturing paints, var- 





nishes and enamels and the finishes 
Earnings Per Share Recent 
1935 1934 Price Div. Yield 
$0.96 $0.71 $13 $0.60 4.5% 





placed upon furniture, electric refrig- 
erators and like metal products. In 
addition, a jobbing business in painters’ 
supplies and wall paper is done. The 
plant is located in Grand Rapids and 
a branch office and warehouse are main- 
tained in Chicago. 

Prior to the depression, Grand 
Rapids Varnish was a_ remarkably 
steady, if unspectacular, earner. For 
the five years between 1925 and 1929, 
inclusive, profits never fell below the 
equivalent of $1.38 a share of common 
and never rose above the equivalent of 
$1.86. Then came the deficit year, 
1930, considerable improvement in the 
next, another drop in 1932, and steady 
improvement since. Net sales last year 
aggregated $1,529,814, larger than in 
1928 and 1929 and a new high record 
for the company. Net income last 
year totaled $128,174 after all charges 
and Federal taxes. This was equiva- 
lent to 96 cents a share on each of out- 
standing shares of common stock. 

Capitalization could not be simpler, 
for it consists solely of 133,000 shares 
of common stock, excluding the 10,500 
shares held in the company’s treasury. 
There is neither preferred stock nor 
funded debt, although notes payable 
were outstanding at the end of last 
year in the amount of $181,000. Work- 
ing capital position appears to be ade- 
quate, the balance sheet as of Decem- 
ber 31, 1935, showing total current as- 
sets of $628,000, of which $80,000 was 
cash and $150,000 Government securi- 

(Please turn to page 746) 
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aking the Pulse of Business 


— Steel at New High 


ITH the advent of 
warmer weather has 
come a quickening in 

many lines of business. Re- 
tail trade has picked up brisk- 
ly in most sections of the 
country; though held back a 
little in New York City by 
the building service strike, and in local areas of New 
York, Pennsylvania and New England states by scattered 
floods which have done an estimated damage of $50,000,000 
to property. Department store sales in February gained 13% 
in dollar totals over the previous February; chain stores re- 
port an increase of 7%; while rural sales of general mer- 
chandise, owing partly to dust storms in some sections and 
snow-blocked roads elsewhere, improved only 2.5%. 
Automobile sales at retail, and consequently production, 
have expanded sharply and will probably continue to do so 
for the remainder of the month; so that total output for 
the first quarter should about equal the number of units 
turned out during the corresponding three months of 1935. 
Looking a little farther ahead; however, the trade is won- 
dering whether the market for new cars may not be some- 
what impaired in the East by railroad competition after the 
lower fares go into effect. Obviously these violent ups and 
downs in the volume of motor car shipment exert an ap- 
preciable effect upon railroad car loadings; since the indus- 
try is responsible for originating about 11% of the coun- 
try’s freight tonnage. A greater than seasonal decline in 
car loadings during the past fortnight, however, has been 
caused almost entirely by the sharp reduction in coal output 


— Air Traffic 


— Copper Prices Soften 

— Oil Prospect Bright 

— Strong Farm Tool Demand 
Spurts 


occasioned by milder weather. 

As a net result of the sev- 
eral cross currents in indus- 
trial trends our Business Ac- 
tivity Index, on a per capita 
basis, has risen abruptly since 
our last issue to around 77% 
of normal. This is a little 
more than 6% ahead of last year at the same date. For the 
entire month of February, the index averaged about 73% of 
normal, which is 16% below December, but 9% better 
than the previous February. Last year business reached a 
temporary peak during the closing week of March; but this 
year it seems probable the recovery now under way will 
continue well into the second quarter at least, in spite of un- 
certainties created by national animosities abroad and the 
election campaign at home. Employment and wages are 
still rising gradually; although last month witnessed a slight 
decline in the cost of living—the first decrease since July. 
Compared with February, 1935, the cost of living last month 
gained dy food was up 2.6%, rents had risen 9.9% but 
clothing was 2.9% lower. Compared with February, 1929, 
food is 18.9% lower, rents are down 19.4% and clothing 
is 25.9% cheaper. Coal is off only 7.3% pam February, 
1929, however, and sundries are down only 6.3%; so that 
the net result is a decline of 15.5% in the weighted average 
cost of living. Further evidence of the pace at which busi- 
ness is improving may be seen in the nearly 100% increase 
in Bell System station gains during February, as compared 
with the previous February, and in a recently compiled 
estimate that twenty large utility systems are planning to 
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spend 253 millions for new equipment this year, against 
only 176 millions in 1935. 

Diminishing prospects for any nearby inflation have been 
largely responsible for notable strength in high grade bonds 
since our last issue; though railroad issues of all classes have 
been soft in contemplation of lower passenger fares in pros- 
pect for eastern carriers. Foreign government bonds have 
naturally been reactionary owing to the political turmoil 
abroad. All of these factors, conjoined with the Govern- 
ment’s plan to impose a heavy tax upon undistributed cor- 
porate earnings have been partly responsible for considerable 
irregularity in the Common Stock Index. Raw Material 
Prices, on the other hand have exhibited moderate firmness 
under the leadership of rubber, hides and lead. 


The Trend of Major Industries 


STEEL—An increase in demand from the automotive 
and allied industries, improved activity by rail mills in 
preparation for spring delivery of rails, a somewhat better 
buying movement in structural steel and continuing good 
demand for miscellaneous light products before higher prices 
go into effect on April 1 have lifted the ingot rate to above 
€0% of capacity, the best in five years. The new price 
schedules posted for second quarter business are somewhat 
higher for small orders though, in several instances, quantity 
discounts are now being publicly quoted. In according of- 
ficial recognition to a practice which has formerly been car- 
ried on under cover the industry hopes to stabilize the price 
structure and minimize the evils of cut-throat competition. 
Response to this policy has been so favorable that many 
sheet mills have been unable to book further orders for de- 
livery this quarter. In some quarters a 70% ingot rate is 
looked for before the usual summer recession sets in; so that 
second quarter earnings should make a very favorable com- 
parison with the corresponding period last year. 


METALS—Foreign prices for copper have been soften- 
ing somewhat with the easing of political tension abroad 
and there seems to be little nearby prospect of making the 
9//-cent price effective in this country. Domestic stocks 
neither increased nor decreased in February, despite a 10% 
curtailment in production; but visible stocks abroad de- 
creased about 2% 


PETROLEUM—With the advent of open weather, mo 
tor fuel consumption has spurted to nearly 11% above last 


year’s rate. Crude output is only 9% higher than a year 
ago and gasoline inventories are up aly 8%. The statis 
tical situation of the industry is so strong that tank car 
prices in New England have been advanced a half cent, 
Crude output in California is now only 8% above last year. 
First quarter profits for the industry will probably about 
equal those for the corresponding period a year ago; but 
the second quarter is expected to make a better comparative 
showing. 


AGRICULTURAL IMPLEMENTS—Higher costs ren- 
der it probable that prices on farm tools may be raised this 
year and result in better profit margins. Farm income is 
ru nning ahead of last year and will soon be augmented by 
the “soil erosion” payments and the soldiers’ bonus, a fourth 
ct which will go to farmers. 


AVIATION—Air traffic has risen so sharply during the 
past fortnight as to encourage hopes that second-quarter 
profits may be large enough to wipe out first-quarter losses 
and leave the first half year slightly in the black. Total 
number of passengers carried last year exceeded 1934 by 
50%, while air express poundage gained 60%. 


MOVIES—Moving picture producers are now worrying 
about mounting costs in event of the colored pictures be 
coming as popular as the sound films innovation. Rising 
labor costs are another headache. 


FURNITURE—Furniture orders in January were 18% 
ahead of the previous January, production for the month 
was up 50%, and prices were at a somewhat more satis 
factory level than a year ago. 


Conclusion 


Warmer weather is proving a powerful stimulant to re’ 
tail trade throughout the country and has released a strong 
undercurrent of demand for finished steel; so that our in 
dex of Business Activity has advanced sharply during the 
past fortnight to around 77% of normal. At present writ 

ing it seems probable 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value te 
you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 








CHRYSLER CORP. 


What ts your attitude toward Chrysler 
Corp. now that it has passed 100? Do you 
favor holding 100 shares bought around 
70? Do you anticipate an early stock 
split-up?—C. A. R., Des Moines, Towa. 


With the publication of the annual 
report for 1935, Chrysler recorded the 
best year in its history. Registration 
of cars in the Chrysler line entitles it 
to undisputed position as the third most 
important manufacturer (Ford and 
General Motors ranking first) well 
ahead of the next nearest competitor. 
Chrysler's success in meeting public 
demands in style changes, and its mar- 
keting methods, have elevated its status 
from that of comparative insignificance 
in 1929 to a point where, today the 
Chrysler line—Plymouth, Dodge, De 
Soto and Chrysler—have standing of 
definite importance as to popularity 
with the public. So well established 
in this position, and with its popu- 
larity still growing, registration of 
Chrysler’s cars may be expected to 
share in the increase in sales volume 
for the industry anticipated in 1936. 
Because of the increased production 
registered in the automobile industry 
in 1935, one might hastily conclude 
that little gain will be registered in the 
current year. The most conservative 
estimates of 1935 production, how- 
ever, predict an increase over 1935 of 
at least 10%. Accepting this figure 
as a minimum, it is quite possible that 
Chrysler will increase its share of total 


business available, in which case it 
would only add further to the progress 
it has made in its steady climb to its 
present place in the industry. Fur- 
thermore, all of Chrysler’s efforts have 
not been consumed in its aggressive 
marketing program, since the com- 
pany has, by increasing operating efh- 
ciency, quite substantially increased 
profit margins. It has redeemed all 
funded debt, and established a strong 
financial position. In this position, it 
is now able to assume a more liberal 
attitude with regard to dividend dis- 
bursements to stockholders. While 
there have been no official announce- 
ments regarding a split-up in the shares, 
we feel that in view of the position 
and prospects, retention of your shares 
at the present time is quite fully war- 
ranted. 


SOCONY-VACUUM OIL CO. 


Please comment on Socony-Vacuum in 
the light of its more favorable showing 
recently. Do you consider it a good specu- 
lation now with the oil industry approach- 
had busy season?—R. S., Providence, 
Kf. 


As this is written, the annual report 
of Socony-Vacuum Oil Co., covering 
operations in 1935, is not available. 
However, the management in a recent 
letter to stockholders, estimated net at 
$22,500,000, after taxes and $2,900,- 
000 premiums paid and unamortized 


discount on bonds. For 1934 the com- 
pany reported net income of $24,437, 
440, equal to 78 cents a share on the 
capital stock. An unsatisfactory gaso- 
line price structure in the early part 
of 1935 probably offset to a large 
degree the improvement enjoyed later 
in the year. However, the confidence 
of the management in this year’s out- 
look would seem to be revealed in the 
recent increase in the semi-annual divi- 
dend rate from 15 cents a share to 20 
cents a share. In September the com- 
pany marketed an issue of $50,000,000 
314% debenture bonds, due in 1950, 
thereby refunding an issue of approxi- 
mately the same amount of 4!/ys. Ad- 
vantage was also taken of low interest 
rates, to retire earlier in the year ap 
proximately $27,000,000 of high in- 
terest bearing debt. That operation was 
handled by bank loans. In this con- 
nection it is interesting to note that 
funded debt and bank loans were re- 
duced $8,000,000 during 1935 and 
stood at $77,000,000 at the year end. 
In appraising the prospects of Socony- 
Vacuum, the company’s dominant 
trade and credit position should not be 
overlooked. Conditions in the indus- 
try generally seem to be destined for 
further improvement although the re- 
cent cold wave naturally had an ad- 
verse effect upon consumption. Never- 
theless, the industry will soon enter 
the season of the year when gasoline 
sales normally register a pronounced 
(Please turn to page 733) 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 
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Head Office: Capital, Surplus 
Fifty-five Wall Street and Undivided Profits 
New York $168,444,549.82 





Condensed Statement of Condition as of March 4, 1936 


INCLUDING DOMESTIC AND FOREIGN BRANCHES 


ASSETS 
ROG ANA WIUE Pee MES GHG ANTE oc. 6565 5 555 ocr «aise s oie oe 6 Odie 6 oe emiebin bi bams $484,647,497.06 
United States Government Obligations (Direct or Fully Guaranteed) .............. 498,767,781.29 
RNLGMNEE VEN SRNR UNAM NUGIESCA LID EINE ooo, chad are. wie e558 Besa SIs aS Gigie b rw Wlarol aldo, oie ole o eawieN ere 111,443,448.54 
a Bo yo ERPS 220 108,321 ,920.39 
Leans, Discousts and Bankers ACcEpt@hces:, . ... o.oo ecscecne csc ccescvccwsesceses 575,902,794.96 
Customers: iabinty AGCOUNE OF ACCEDEANCES 6 occ 66% sisis bes ceceeceeesccescse as 27,908 337.04 
oS TN A Tgeat IRC OEEOME SANNA re hs sic) ys sus ciale.os's sie alel baldieiwiooetnelesterereeminuls wider 4,725,000.00 
Ownership of International Banking Corporation. ...............cccceeeececeeeee 8,000,000.00 
SMM AAMNOOS ES cle og eS oid saradelg sf oatnre a nis iis Ais 2% SWIG Ao Siblaiece baw einels owdaewee es 53.921,320.58 
ROUNNON RNIN Nae ee ya aie cotar ees Give oie ishaiecs a Sis ais als diets: Siaiatn muarndle wide dimes ereigibres 4,491 443.00 
PEPER Beg Noor tea L tr cV Aleta cortcct ere ie eT Pa os Bhs Saha WS Guard rigs al Rae aaia te $1,878, 129,542.86 
LIABILITIES 

ESSA. SUNS GRR OS ey EOIN CEE BETES Tt ere ee nec ere $1,650, 147,302.18 
Liability as Acceptor, Endorser or Maker on Acceptances and Bills. . .$62,749,120.52 

ese Own ACCEDtANCeS IM: POTEIONO 2.550.065 5ec wc sees s eee ee wees s 18,489,905.30 44,259,215.22 
RIS 1a PAT WILT ISEATICNOS. 5.5 5505.05) oloeieooneisinis 6 ows ald sacwsdedesvcccnocecees 2,609,508.16 
Reserves for: 

Unearned Discount and Other Unearned Income................0.0ceceeeeeees 3,472,828.19 

Interest, Taxes, Other Accrued Expenses, etc. ............ 0c cece eee cece eee 5,408, 146.94 

olen Dost PCT ere th i a er rs ae 616,054.01 

oe fete hoc ID a) 20: A Sn ne ees 1,763,605.00 

RSCe UR URaATS TA UENCE TEENA 8 55G,8 5a: aha Sis sldicelos gy sv'esoe 8 wna sehan'S se ars-bG.b25s0°60:b ww Selo 1,033 ,333.34 
PRPLORPOI SOC URCLITOMICNE URE 3.55. 44:0) 54.5.6 0.05% 010.8 0 b's ds a o.0 oe ewreveiardurewels/aeelb.cle 375,000.00 
Capital 

RONMNPETM EA CR ra ncrchiae he Bilge Save uate Se a betel GREER RW RES ks SO eaeeeals $50,000,000.00 

ROUTER TEN ECS ce cn oo A RN Be as A ol Palen Fens, has Be tan ae gilt cciceatl 77,500,000.00 
ERI e cnet os Slits te etaule ha Sasa ea Se ehaw mdb 30,000,000.00 
DOS [oc 1 SE Oe ee 10,944,549.82 $168,444,549.82 

£0) 11 RRR Met eg AP PR CEN SERPS SE Seer 8 ee eR ee Sy rs Re ne Oe $1,878,129,542.86 





Figures of Foreign Branches are as of February 25, 1936 
United States Government Obligations and other securities carried at $113,561,309.98 in the foregoing 
statement are deposited to secure public and trust deposits and for other purposes required by law. 


(Member Federal Deposit Insurance Corporation) 





City Bank Farmers Trust Company 


Head Office: 22 WILLIAM STREET, New York 
Condensed Statement of Condition as of March 4, 1936 


ASSETS 

(CE UE DO SOS EO ER ee $30,790,788.85 
EE AE Per Erol oS a PV ape ae ee aa Cen 9,075,699.55 
United States Government Obligations (Direct or Fully Guaranteed) .............. 31,015,098.15 
ther Bonds, Nuortpages ANd SECUTIVIES. 5.6. io se sea es ORS Oe Ke Kale wale erie ence 18,377,527.82 
LEW olden be bony ll ee) | el a rr a er ae 600,000.00 
RRMA RRR R RTE I oooh ws Se De Totter oie toe eta Lo Sew as CIR ae NIA be ceIRa OR Sor Shai a ACO GS tol aco 4,552,362.19 
MR AIREMIR IE here re eek rant MS ale eter gS lane vec gnainbataeraarayelaviory bie eteweiels ae se Glaleus 2,129,612.46 

MCR rhe ee ccsdi aN seed tS sea iG IS Rs SL Oras SR BIST GW BIN:-Si SIA abaid wie te cee ew iets $96,541,089.02 

LIABILITIES 

PPS Ne ter Ses teree re Se CSO Maing AS cic ba Se Mia Seis Siw Giaae Sale ie eraNe $72,358,056.12 
MRM Eas yh ce rete a Je Bes ic gina gavin so ete aeRosS cg ha EVES Mounts allah aie a Tp Anus, ys acenel s alas aronp be 1,210,020.57 
RONAN ARSON YE CORN oye cre Salawyies eros ei SLE ENN REO he EMO DED Owes RHEES 10,000,000.00 
DURMRR ME Te eGo ersies Sparse sc cs use At are Chale sco ataca tain aly Aedes sara WSS Abd tr sltiniel aS biiard thersreS ORE 10,000,000.00 
RUMEN AREA RE RIS tO Dre oe hg Serer ra ICSI aces as sco ul WIS ahahe waa xed ater aay sce aN 2,973,012.33 

rere ere aie oe ered en Ns Men NY oid Sth of Sh aha ence $96 541,089.02 


United States Government Obligations and other securities carried at $1,516,171.37 in the 
foregoing statement are deposited with public authorities for purposes required by law. 


| . n P 
(Member Federal Deposit Insurance Corporation) 
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A CHEAP STOCK 
FOR LARGE PROFIT 


A little over a year ago we advised the pur- 
chase of HOUDAILLE- HERSHEY “B,” pro- 


nouncing it 
priced speculations in the entire list.’ 
then selling at 6-%. 
sold 


“one of the most attractive low- 
It was 
In less than a year it 


above thirty. This demonstrates the un- 


usual profit possibilities in some of the low- 
priced stocks. 


We_ have selected another 


issue which 


may 
duplicate the performance of HOUDAILLE- 


HERSHEY. 


It is a stock in which you might, 


in the months ahead, secure greater-than-normal 


rofit. 
ew York Stock Exchange. 
which we have great confidence. 


for 


It is a well-known issue listed on the 
It is a_ stock in 
Still it sells 
less than $14 a share. 


The name of this stock will be sent to you 


absolutely free. 
“MAKING 


charge—no obligation. 


INVESTORS RESEARCH BUREAU, 


Also an ees booklet, 
MONEY IN § KS.” No 
Just Bch 

INC. 


Div. 904, Chimes Bldg., Syracuse, N. Y. 














BEA 


ECISIVE TRADER 


Learn how to use the action of the market 
itself as a guide to WHEN and WHAT to 
buy and sell. Eliminate emotional trading 
and enjoy the satisfaction of making cold 
blooded and calculating purchases and sales 
based upon intelligent technical interpreta- 
tion of stock market trends. Remember, a 
sound knowledge of the fundamentals of 
technical trading may be all you need to 
make you a decisive and successful trader. 


As a first step, send for two weeks free 
trial of Gartley’s Weekly Stock Market 
Review and full information about the com- 





plete Gartley 
student of stock market interpretation. 


H. M. GARTLEY, INC. 


76 William Street 


service for the technical 


New York, N. Y. 


























Full Lots * Odd Lots 
Lapham, Fahys Co. 


Members New York Stock Exchange 


29 Broadway, New York 


Uptown Office 
522 Fifth Ave. 





Boston 
21 Congress St. 





Stocks * Bonds Commodities 


Commission orders executed for 
cash or conservative margin 

















To the President of a Dividend- 
Paying Corporation :— 


Why should you publish your dividend 
notices in The Magazine of Wall Street? 


You will reach the greatest number of 
potential stockholders of record at the 
time when they are perusing our magazine, 
seeking sound securities to add to their 
holdings. 

By keeping them informed of your di- 
vidend action you create a um 
amount of good will for your company, 
which will result in wide diversification 
of your securities among these influential 
investors. 


Place The Magazine of Wall Street 
on the list of publications carrying 
your next dividend notice! 
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New York Stock Exchange 


Rails 












1934 1935 1936 
A High Low High Low High Low 
LE as eee 743, 451, 60 353, 80144 59 
Atlantic Coast Line............0020 4% 844% 874% «(19% 853% 27 
B 
Baltimore & Ohio............. Ssoss ee 1234 18 71% 244% 1644 
Brooklyn-Manhattan Transit........ 44% 2814 4634 8644 5034 40% 
4 
Canadian Pacific 10% 13% 85g 16 10% 
Chesapeake & Ohio 5% 3914 5344 387% 61 61 
C. M. & St. Paul & Pacific 814 2 3 M4 2% 134 
Chicago & Northwestern... . cay 3% 5% 1% 4% 3% 
Chicago, Rock Is. & Pacific......... 6% 1% 254 $4 3 1% 
D 
Delaware & Hudson............... 73% 35 4314 234% #652 3634 
Delaware, Lack & West............ 3334 14 19% 11 23% 1534 
E 
PRD MEEE ictal banca ores deewanwe 24% 9% 14 71% 197% 1154 
G 
Great Northern Pfd...............- 32% 124% 3514 95, 44 3214 
I 
eee 88% 1854 2214 914 28% 195% 
K 
Kansas City Southern....... ee 8 654 141% 334 24 13 
L 
SOURED coca basen sess oesd ous 214% 94 114% 5 4 2% 
M 
Mo., Kansas & Texas.............. 14% 43% 6% 24% 9% 54 
Missouri Pacific............2.00000 1 3 1 4 2% 
N 
New York Central.. 454 18% 2934 124% 40 2734 
N. ¥., Chic. & St Louis: a 19 6 63614 1734 
,N. H. & Hartford............ 4% 6 8% 254 5% 4 
N. Y., Ontario & Western........... 1154 4% 6% 254 1% 5% 
Se Ee UNTER 5 9005 60101018 06 01010500 187 161 218 1 235 210 
Northern Pacific. ..... Sevens sssaeee 364 14% 25% 13% 386% 24 
P 
Pennsylvania............. ‘abeeehe® 391% 20% 32% 174% 39 31% 
Puubengh & W. We... 22000 27 = -:10 5 6% 3634 «2 
R 
Cece aca ae ues bssesa $0520 56% 35% 43% 29% 4834 3514 
Ss 
St. Louis-San Fran................. 45% 1% 2 34 354 1% 
Southern Pacific. . ; 3334 14% 2544 1234 38% 2374 
Southern Railway........... 3614 11% 16% 54% 205% 13% 
i 
NRE ENG sinensis io sne obeonse 43% 134% 2844 14 41% 28 
U 
SINS on ins v0 eb oo ae 4604 bu,6 133% 90 1114 82144 18814 1084 
Ww 
Western Maryland................. 17% 7% 10% 5 124% 8% 
Western Pacific LLSisbassdesseunons 8% 25% 33% 1 3 4 2% 
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1934 1935 1936 
A High Low High Low High Low 
Sr TREN , 2 ic cccccccecnsccsens 113 =. 918 173 10434 194 168% 
Alncke Juneau...... Shusad oss bean eu 2374 165 20% 13144 173 1454 
Allegheny Steel.........ccccscccecs 23% 15 32 21 39 i 3014 
Allied Chemical & Dye............. 16054 115% 173 125 199% 157 
Allis Chalmers Mfg.. Sains oy wos Ae 10% 337% 12 48 353% 
Alpha Portland Cement. ee kea gwen 20% 11% 2234 14 237% 20% 
ER ere cub uan sods eens 5554 9 80 4814 125% 75 
Amer. Agric. Chemical (Del.)........ 8 2514 5734 414%, 63% 52 
American Bank Note..............- 254 11% 47% 134% 50% 42% 
Amer. Brake Shoe & Fdy........... 8 19% 4214 21 50% 42 4 
BRI GOR, no wr ccccccsevscocses 11434 90% 14954 110 13414 115% 
Amer. Car & Fdy.........--+.+00- 383% 12 33% 10 41 323% 
American & Foreign Power.......... 1334 3% 9 4, 2 954 7 
Amer. Power & Light............... 12% 3 9% 1% 12% 14 
Amer. Radiator & S.S.............. 17% 10 25% 104% 27% 20% 
Asner, Rolling BE... 2. 0.00.05 2814 134% 323% 15% 34 28% 
Amer. Smelting & Refining.......... 614% 304% 6454 315, 87% 5674 
Amer. Steel Foundries.............. 26% 10% 254% 12° 33% 2334 
Amer. Sugar Refining..............- 72 46 7014 50% 61% 6134 
Amer. Tel. & Tel............+00-+-- 12534 1004 16014 98% 178 15534 
SS) Ree 9 67 107 7434 102% 7 
Amer. Water Works & Elec......... 2754 1254 2234 7% 244% 20% 
Denes. Weelen Pit... 2. 6.c0ccccce- 34 36 6834 35% 11% 9% 
Anaconda Copper Mining........... 17% 10 30 8 363% 28 
Armour Co. of Il............+2-005- 634 3% 6% 34% 7% 43% 
RNG NIG 50050 0040.000000 600 3514 21% 28 2044 34 27% 
Auburn Auto....... CIeGb Ee nn seo es 57% 16% 45 15 544 40% 
PRR TR, BPE coc cc csncescccce 1024 334 6% 234 1% 45% 
; B 
Loco. Works. .........+-++- 16 4% 65 1% 6% 44 
Bayar Cigar Saree 453, 23 ess) 8714 74% 6314 
Beatrice Creamery............++-+- 1934 104% 20% 14 26 18 
Beech-Nut Packing..............-- 765% 58 95 72 9044 85 
Penix APIANON.........0.02200000. BH 9°4 244% 11% 26% 2154 
eS Perr ree eee 494 24% 52 215, 5934 521% 
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Price ange of Active Stock 
a 
ladus Stocks to Buy 
trials and Miscellaneous (Continued) 
e 
‘ 1934 1935 1936 Last Div’d 0 n R e a C tl 0 n 
Briggs Mfg High Low. “High Low High Low 3/18/86 Share 
Bristol-Meyers baa 283; 12 553; 94s €ai 9 /18/36 Share WO classes of stocks offer buying oppor- 
Burroughs ‘Adding Machine tee 3714 26 re igs 30 34 4812 B17 62 3 tunities today; First, certain issues that 
Byers & Co. (A. M.)....... ne 44, 1074 28 1314 3317 2554 xs 3 P have already declined substantially from 
e % 1334 2054 113% 25% 19% 2214 oe their high levels of the year; and second, spe- 
. : cial situations where rapidly moving earnings 
Gade Dey Glnts iis” esses ces ae 183; 424 3034 875; 93% - warrant higher prices over the months ahead. 
Peewee eeeeees 8 ves i 
cise, 2 As lignite tek 2954 18% 1754 844 1614 i3ig 145 1.50 Investors should take advantage of reaction- 
aterpillar Tractor. . |” 74 1114 4554 13514 92 130 ee ary market periods to accumulate stocks in 
Celanese Corp..................... Prt] 33 60 3644 72 6437 6855 2 these two groups. 
Cerro de Pasco Copper... 0 222.2222: aig ss SS 
ge ES Se a me 4873 80% bots} 58% 5534 4734 51 “4 Eight stocks in this class are reviewed in the 
COCO ee Si tttttttesees Dba tte. ee 39, 937% as sist = 67} 3 latest UNITED OPINION Bulletin. You can 
Colgate-Palmolive-Peet ..” ewes 61% y% 93 72 9714 4 5032 : be prepared to take advantage of the cur- 
Columbian Carbon..... os We 93 21 15% 014 17% ‘4 50 rent situation by sending for this valuable 
Colum. Gas & Elec... 1912 fe 101% 67 11334 4 report Today. 
Commercial Credit... 4 6g 15% 3% 20% 14 1854 
a. lav. Lc ee akan os 18° = 8934 523%, 44 - 1% Send for Bulletin W. S. 33 FREE! 
SEA rap I ° ° e ° 
aston i Scivente Se es re 3634 153; 33% ies bo ac ’ *g 
Consolidated Gas of N.Y... 2.22.7: 35% 82 37 86 4534 44s aig = - 60 
oe lepeae > seereeree ar; ag bang Ine Sag og aE UNITED BUSINESS SERVICE 
ae Babe cia he exer wets “6 1% yy as”? 1554 117 1444 3.25 210 Newbury St: Boston, Mass 
Meee osc oss cares 6414 37 6 193% ; . , . 
Gatiinntal Tae ee . 64 662 4 es 
a Insurance Esso Hh 38% ae $334 ‘ed 134 814 | 3 
si Products Refining..../1/'/) |! oats as 35 151: 3815 3314 bit, on 
om Products Refining............. 6 6 Ya 2 é 
cy hd gg AS silewiesict Bae 1837 oi a, ao as: 134 3 
geampaamie IS MP BR ea 
" aoe’ 8 a) aa Ee OMPREHENSIVE 
Deere & Co... , 
Disnond Mich 920 2020000000002 stig JO ac aa ase BROKERAGE SERVICE 
“og ena Seagrams........... 265. 4 fl 303 t$, jake 371, *1. 50 
(SS eee 461, e2 “8 As My 26! ie — 
Ly eae go al de ge ge St | |) Sect ae re pratien 
emours 1037. 80 146i: 52 v4 8005 3 changes we are in a position to 
E ee — oe be of service t a th 
service to you in e pur- 
Eastman Kodak... cicateccevess iiiitig ii iti chase and sale of Stocks, Bonds 
_ Wagers this eae 313, 15 os Se Ss st *5 and Commodities. 
Electric Storage Battery... 1111 5s 214 Tig 11, 163; - = CASH OR MARGIN ACCOUNTS 
pep sren cee 34 5834 39 5514 487, 49 , “3 IN FULL OR ODD LOTS 
. Folder, ivin tradi r i 
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Pest National Stores............ "** 6917 53. 25’4 13)s 33. 247, 3075 1.20 | 
oster Wheeler.................... 92 Hv 587% 4435 48160 411, 4 2.50 COSTA & 0 
MOPPOTETCEAS 6. cccsecccccccscsss GOR @11, I wit £4) ae 3314 q s ® s 
: 7 72 ra 4 55 285 32 4 
G 8 2 1 Members 
Gen lew ork “tank Sec hiae 
cham are anaes Yeas nas 4376 30 : 4814 325, 63 alk 5515 1.75 Ny. ‘Curb Fe eres 
Reneral ICCHIC. «os occ cence e 251; 1872 13% 734 = 1434 12 12% 60 | New York Cotton Exchange 
is canninsice reoes $67, % 407%, 201, 417, 361, 391 ~- eo, a a. Se 
EIR sisson sce secs acscces e4ic 28 3714 30 36 333, 351, 1.80 N. Y. Coffee & Sugar Exchange 
General Motors.................... 42 51 721505974 7024595 597, Chicago Board of Trade 
General Railway Signal....... 2... 42, 24% 595 26% GAN 887, GR a 2 | Commodity Exchange, Isc 
General Refractories. Prete ae 4 4 ‘) ati 18% 50 391. 44i. 1 | New York Cocoa Exchange 
pe Sannen y Z Z 2 9 
Glidden - died Razor lire eee RS 147, Bi 1912 7 ese Pett 87%5 +.50 60 Beaver St. New York 
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teat Western Sugar............... 3514 25° 347. es 3144 213, 273, #3 and other valuable information for investors 
H 8 g 39 31 3655 2.40 rent traders, in our helpful booklet. Copy 
Hersh | ree on request. Ask for booklet MG 6 
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upp Motor Car................... 2 48 2 6% 19% 15 y 
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New York Stock Exchange 


Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 


M 


McKeesport Tin Plate....... 
chine ; 


Mesta 


Monsanto Chemical 0.00000 000010. 


Mont. Ward & Co.. 


OS ee 
National Biscuit............. 


Nationa! Cash —-. SO 


National Dai -- 
National Distillers . 
National Lead 


National Power & Light............. 


National Steel 


Oe ee 
Owens Ill. Glass............ 


Pacific Gas & Electric....... 
eg NS eee 
Packard ey ee 
Paramount Pictures......... 


OS AS eae 


Penick & Bord............... 


Phelps Dodge 


Phillips Petroleum................. 


Pillsbury Flour Mills....... 
Procter & Gamble. 


Public Service of N. Eee 
Pullman Pewter 


R 


Radio Corp. of America...... 
Radio-Keith-Orpheum . 
Raybestos-Manhattan. 
Remington Rand.. 
Republic Steel.. 





Reynolds (R. J.) Tob. Cl. B. - 


Safeway Stores............. 
Schenley — Soa 
penis Roebuck ANA 
Shattuck 1 8 
Shell Union Oil.. 

Socony-Vacuum Corp.. 





So. Cal. Edison........... aed Sone 


Spiegel May Stern......... 
Standard Brands..... iat cal asa 
Standard Oil of Calif. 

Standard Oil of Ind 
Standard Oil of N.J......... 
Sterling Products........... 
Stewart-Warner............ 


Stone & Webster........... 


Sun Oil.. 


Texas Corp 


Texas Gulf Sulphur.............. 


Tide Water Assoc. Oil....... 
Timken Roller Bearing....... 
Tri-Continental .. 


Twentieth Century-Fox PR EOSE 


U 
Underwood-Elliott-Fisher... . 


Union Carbide & Carbon............ 


Union Oil of Cal 


a) nga la 


United Carbon.. 
United Corp.. 
United Corp. Pfd. 


ce [ea 


S. Gypsum 


. Ss. nae Fay, oe 


Ww 


Warner Brothers Pictures . 
Western Union Tel.. 
Westinghouse Air Brake..... 


Westinghouse Elec. & Mfg.......... 


Woolwo 


Worthington mane & & Mach... 


Wrigley (Wm., Jr.) . 


* Annual Rate—not etnuniiene extras. 





1934 1935 
High Low’ High Low’ High 
9 79 131 9014 118% 
3434 20% 42% 244% 50 
9616 39 9434 103 
355, 20 4074, 2134 42% 
3214 1254 19 11 21% 
49144 25% 363, 2244 3834 
2354 12 2314 1314 30 
1834 13 22% 12% 251% 
3154 16 $414 231, 333% 
170 135 206 145 295 
1514 654 1434 4% 14% 
5814 344 8334 40%; 175 
283; 11% 3614 1815 42 
2514 1014 28 9 $21; 
193 1214 2654 11% 3234 
94 60 129 80 16314 
2314 123%; 315% 1344 3734 
37 2034 56 19 567% 
654 234 7% 374 4 
oe ae 12 
7414 6114 8434 6744 79 
67 4455 81 6445 73 
1874 1314 28% 1234 3814 
2034 133, 40 1334 453% 
3434 1814 38 31 374 
44% 33% 5334 423, 49 
45 25 4634 203, 4834 
5934 3514 527% 291, 481% 
94 44 1334 4 1414 
44 1 6 14% 9% 
23 1414 3014 1614 33 
1334 6 203, 7 2334 
2534 101% 203, Sg 26%, 
533, 3934 67 6514 5854 
57 3814 46 $15, 3514 
387% 17% 5614 2 52 
6114 31 69% 31 66% 
9 434 17 754 203; 
13% 634 127% 7% 15% 
11% 6 1616 6% 194 
19% 1214 1534 105, 17 
221, 10% 37 105%, 283% 
1634 64 84 43% 7216 
2514 1714 19% 1214 18 
427, 2616 414% 2734 4756 
3234 2314 333, 23 40% 
50, 3944 623; 3534 6814 
6614 4714 68 5834 7154 
1054 4h 18% 654 2254 
1314 3% 15% 214 193% 
74, 5114 17 6014 91 
2934 1954 3014 1614 39 
431; 30 36°, 283, 3834 
1434 8 157% 74 19% 
41 24 71216 283, 7214 
634 3 84 1% 12 
ee 24% 13 3234 
587; 36 8714 5334 99 
507% 357% 7534 44 87 
2014 114 24 1434 2814 
1514 8% 3034 9% 323% 
503%, 35 78 46 79 
8% 2% 134 1% 94 
877 2144 4534 2034 4734 
17 59 9234 601, 79 
2014 1114 1814 94% 19% 
614 344 87 4014 110% 
6454 32 5054 35% 533% 
33 1514 225 1434 383% 
24 11 1744 9% 27% 
141 9654 12414 913, 9614 
59% 293, 5054 2714 67% 
9914 6714 11914 7354 13114 
814 234 1034 24% «145 
66% 2914 1114 2054 95 
36 157% 3534 1 48 4 
474 27% 9834 $254 1227, 
51g 414 6514 51 56: 3% 
31% 1314 2514 1134 34 ty 
76 5416 8234 3% O79 


{ Paid last year. 


t Paid this year 


1936 


Last 
Sale 
Low 3/18/36 
103 10434 
405 476 
894 99 
3534 40% 
17% 19% 
s2ig 344 
21 3 27% 
214% 24% 
2814 313% 
204 295 
934 114% 
6414 694 
3214 4 
25% 2634 
2414 2934 
128 157% 
3034 354 
49 51 
6% 11% 
9% 93% 
69 1234 
6414 6434 
2554 3814 
881% 4454 
35 35 
4454 4514 
4034 4216 
3674 4316 
11% 13 
5 134 
287% 2914 
19% 21% 
18144 2414 
5144 5214 
31 314 
4514 7 
5954 63% 
155% 1934 
11% 14% 
154% 184% 
141% 1514 
25 251% 
63 % 
1534 163% 
39% 44% 
3234 38 
51% 6814 
65 11% 
1744 2014 
5% 163% 
287, 374 
33 3514 
1434 18 
6534 69 
7% 1044 
2254 2834 
86 9014 
7154 = 8334 
231% 27 
2514 2914 
74\4 
644 1% 
4234 4434 
66% 72 
16% 16% 
85 99 
39 50% 
214 36% 
1634 2534 
8415 881, 
4656 6434 
115% 130 
34 1134 
72% 86 
343, 437% 
9414 11344 
4914 4914 
2314 3014 
76 164 
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Answers to Inquiries 
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increase and, in view of the number 
of new car registrations, new peaks 
probably will be witnessed. Numerous 
operating economies have _ resulted 
from the merger with the Vacuum Oil 
Co., and the company’s business as 
now constituted is well balanced in 
the world markets, although it still has 
to purchase the bulk of crude require- 
ments in ths country from outside in- 
terests. In our judgment, the stock 
at current prices does not fully reflect 
earnings potentialities under conditions 
in the trade more nearly approaching 
normal and we believe you might well 
give consideration to its inclusion in 
your account. 


KENNECOTT COPPER CORP. 


I have been thinking of adding to my 
100 shares of Kennecott Copper, on which 
I now have 7% points profit; but first I 
will appreciate your view on its early 
possibilities. Please advise me—M. E., 
Seattle, Wash. 


War preparations abroad and the 
beginnings of industrial recovery at 
home, have combined to bring about 
higher prices for copper and a substan- 
tial increase in demand for the red 
metal, all of which are being translated 
into better earnings by Kennecott. It 
is estimated that earnings for 1935 
were about $1.15 a share, which would 
be more than double the rate of 53 
cents a share achieved in 1934. Ken- 
necott is in a strategic position for both 
foreign and domestic business, having 
huge production facilities at the Braden 
mine in Chile, which supplies the 
overseas market at a cost of about 
6% cents a pound, while its domestic 
properties in Utah and Nevada pro- 
duce copper at 614 to 72 cents a 
pound from very low-grade ores. The 
domestic demand is supplied from these 
properties and Kennecott has the ad- 
vantage of fabricating and marketing 
its products in finished form through 
its subsidiary, Chase Copper & Brass, 
from which considerable revenue is de- 
rived. The Chase companies, at maxi- 
mum capacity, require about 300,000,- 
000 pounds of copper a year, or about 
40% of Kennecott’s maximum domes- 
tic production. Thus, Kennecott is as- 
sured of a large and important outlet. 
A vital factor in the success-story of 
Kennecott has been its heritage of 
management ability. The Guggenheim 
family, whose name is synonymous 
with the history of American mining, 
aided by the technological attainments 
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N OUTSTANDING popular fallacy 
has been the application of 
so-called “yardsticks” to electric 
rates. The TVA is supposed to be 
a measure for rates over a wide 
area. Municipal electric plants are 
used as a measure for private 
plants. One town is a “yardstick” 
for its neighbor. The fact that most 
of these comparisons are made be- 
tween economically dissimilar situ- 
ations does not discourage the 
“yardstick” wielders in the least. 
The result has been widespread 
misinformation as to the fairness 
of electric rates. 


Study of 19 Utility Units 
Indicates “Yardstick” Fallacy 


A recent study of nineteen electric 
operating units shows clearly the 
great differences involved in bring- 
ing electric service to these areas. 





WHY “YARDSTICKS’ 
WON’T WORK 


ASSOCIATED GAS & ELECTRIC SYSTEM 


In one area, the customer requires 
for service an average of 3 feet of 
transmission line, while in another 
area 210 feet are required. Simi- 
larly, there is a variation in distri- 
bution lines necessary to serve the 
customer from 20 to 384 feet. 

The Federal Power Commission 
concedes that differences in rate 
levels are justified by the diversi- 
ties of consumer requirements, the 
character and density of popula- 
tion, geographical conditions, ac- 
cessibility to fuel or water power 
and the lack of uniformity of taxes. 

These factors emphasize the fal- 
lacy of comparing electric rates by 
employing “yardsticks? and also 
indicate why electric rates cannot 
all be the same the country over in 
urban and rural districts, but must 
be determined for the specific area 
served, 














of Daniel C. Jackling, an outstanding 
mining engineer, largely responsible 
for the development of low-cost cop- 
per production methods, and the finan- 
cial genius of Charles Hayden and the 
Guggenheims, have combined to make 
Kennecott the second largest unit in 
the copper industry. The excellent 
financial position which Kennecott has 
maintained, with working capital in 
excess of $50,000,000 of which more 
than half is probably in cash, has justi- 
fied and should continue to strengthen 
a liberal dividend policy which has 
been reflected in the recent increase 
from an 80 cent to a $1 annual basis, 
while a continuation of the upward 
trend of earnings would leave the way 
open for larger distributions later. 
With foreign copper demand not only 
up to the 1929 level, but at new high 
records and with substantial recovery 
in domestic demand, the indications 
point to such results for 1936 as to 
enable us to endorse your proposal to 
increase your holdings of Kennecott. 


GREAT NORTHERN RAILWAY 
CoO. 


On the basis of your comprehensive 
analysis of Great Northern last December, 
I held my 200 shares of Great Northern 
preferred which I was ready to sell at 34. 
In view of its rise since then, do you look 


for comparable progress in the months 
ahead? Would you hold or sell now?— 
C. H. M., Hartford, Conn. 


We are pleased to learn that you 
maintained your long position in Great 
Northern preferred. Although this 
stock, in common with the rest of 
the carriers, has fluctuated rather widely 
during recent sessions, the prospects 
for the road are such as to dictate 
continued retention of your holdings, 
in our judgment. Last year the road 
reported net income of $7,139,860, 
equivalent to $2.87 a share on the 
capital stock, in marked contrast with 
the $1,074,480 loss in 1934. This 
earnings recovery was due largely to 
heavier grain shipments and greater 
activity in the steel industry which 
stimulated the movements of iron ore. 
Also traffic was aided by transportation 
of goods to government projects. Dur- 
ing the early weeks of the present year, 
trafic volume handled by the road de- 
clined somewhat when compared with 
the correspnding interval of 1935, due 
largely to adverse weather conditions 
which delayed construction activities. 
Nevertheless, with the coming of 
spring, the upward trend of traffic is 
expected to be resumed. At the close 
of the year, current assets of $39,557,- 
215, including cash of over $22,000,000 
compared with current indebtedness 
of $22,934,068. Arrangements have 
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been concluded for the handling of the 
$100,000,000 general 7s due July 1, 
1936. These bonds are to be replaced 
with convertible general 4s, maturing 
July 1, 1946. Stockholders are to be 
given the right to subscribe for the new 
bonds in the ratio of $40 par amount 
of bonds for each share of stock held. 
The new bonds are to be issued in two 
series each having a different conver- 
sion feature. This refunding operation 
will result in a saving to the road in 
excess of $1,500,000 annually, which 
amounts to approximately 60 cents per 
share. With earning power indicated 
at well above $3 a share, the stock is 
still conservatively priced in relation 
to other comparable issues and in view 
of the promising outlook it seems to 
us that all of the bonds will be taken 
up by stockholders. The average con- 
version price on the bonds is $57.50 
per share, which does not appear out 
of line with reasonable expectations for 
the stock upon further improvement 
in earning power. All factors consid- 
ered, we continue to feel that this 
read’s future is constructive from the 
standpoint of its stockholders. 


SUTHERLAND PAPER CO. 


I would appreciate hearing from you 
relative to the prospect for Sutherland 
Paper. I purchased this stock several 
weeks ago and despite the sharp advance 
scored by many other issues since that 
time, this stock has done very little. Do 
you believe that I can look for higher 
—— later on?—L. N. B., Chicago, 


Sutherland Paper Co. manufactures 
paper box board which is converted 
into a broad line of paraffined cartons, 
in which field the company ranks as 
second to none. It also produces nu- 
merous types of paper containers, egg 
cartons, paper cups, plates, etc. The 
mills of the company are located at 
Kalamazoo, Mich., and have a com- 
bined daily capacity of around 500,000 
pounds. With improving conditions 
in the food packing industry, with 
which Sutherland does a large propor- 
tion of its business, earnings last year 
continued the uptrend in evidence 
since 1932. Earnings for the year 
amounted to $2.15 a share on the capi- 
tal stock, against $1.53 a share in 1934 
and $1.07 a share in 1933. The balance 
sheet dated December 31, 1935 
showed a strong financial condition 
with current assets of $1,953,993, in- 
cluding cash alone of $472,964, com- 
paring with current liabilities of $302,- 
627. The company has no preferred 
stock or bonds preceding the 287,000 
shares of common stock. Hence, stock- 
holders are in a position to enjoy full 
Participation in earnings. Directors 
recently declared a quarterly dividend 
of 25 cents a share and an extra of 5 


734 


cents a share, an increase over the pre- 
vious bi-monthly dividend of ten cents 
a share. Total distributions in 1935 
amounted to $1 a share, including 
extras. Although the business of this 
company is one which cannot expect 
any great spurt in earning power, 
stockholders are well situated to share 
in the further gradual improvement 
indicated in line with the tendency 
toward still greater use of paper con- 
tainers. In our opinion, the stock ap- 
pears conservatively valued at current 
levels and retention of your holdings 
should prove profitable over a reason- 
able period. 





INTERNATIONAL TEL. & TEL. 
CORP. 


I am told there is considerable long- 
range interest in International Telephone 
& Telegraph. 1 would like to know around 
what this interest centers. I would like to 
know, too, what you think of the near- 
term outlook—E., J. F., Cambridge, Mass. 


The long range interest in Interna- 
tional Tel. & Tel., about which you 
inquire, is understood to be predicated 
upon the improved outlook for this 
company, in view of better business 
conditions in the Latin-American coun- 
tries and in Europe, where its subsi- 
diaries operate. It is said that the 
manufacture of telephone equipment 
in Europe has shown a substantial in- 
crease and it has been reported that in 
1935 there was a gain of 56,000 tele- 
phones in its system. This is one of 
the best gains in the history of the 
company and has been exceeded only 
by the records of 1929 and 1930. The 
growth took place in Spain, Argentina, 
Roumania, Cuba, Chile and Porto 
Rico. The operating subsidiaries in 
Mexico, Peru and Brazil also reported 
more telephone stations in use. The 
annual report for 1935 is not available 
as yet, but it is estimated that earn- 
ings were something over $5,000,000, 
equal to about 80 cents a share after 
charges, and exclusive of the deficit of 
Postal Telegraph & Cable. These re- 
sults reflect the turn for the better in 
business conditions in the foreign coun- 
tries served, having been achieved in 
the face of unsettled political and eco- 
nomic conditions in many of those 
countries and the restrictions placed 
upon foreign exchange. In this con- 
nection, International Tel. & Tel. has 
enjoyed some advantage from the 
higher values for foreign currencies, 
since a large part of its current assets 
are in those foreign currencies, while 
its current liabilities are largely in 
American dollars, which have been de- 
preciated in foreign exchange markets. 
The financial position of the company, 
which has been restricted by a large 
funded debt and heavy bank loans, is 
apparently about to be relieved, since 


a refunding operation is now being dis- 
cussed.. At this writing it is understood 
that the new financing will amount to 
between $22,000,000 and $35,000,000, 
the proceeds to be used to retire bank 
loans which now amount to about 
$22,000,000 at a 442% interest rate, 
with the possibility that additional 
sums would be used to retire part of 
the present 44% convertible deben- 
tures, due 1939, which are now out- 
standing at about $37,500,000. It is 
expected that the new issue may have 
a 3!4% rate and a conversion feature 
at a price in the neighborhood of $20 
to $25 a share for the common stock. 
The proposed reduction in fixed 
charges by about 1% and the elimin- 
ation of bank loans would leave the 
way open for a resumption of divi- 
dends on the common stock. We, 
therefore, maintain a constructive atti 
tude toward the stock and look favor- 
ably upon its near term prospects. 





AMERICAN SAFETY RAZOR 
CORP. 


To what extent do you believe American 
Safety Razor now anticipates further in- 
provement? Do you advise further reten- 
tion for price enhancement? Do you look 
for any early extra dividends?—M. M. K., 
Boston, Mass. 


Successful merchandising policies 
have been largely responsible for the 
steady rise in the earnings of Ameri- 
can Safety Razor Corp. from the low 
point of 1932 to figures which, for 
1935, were within striking distance of 
those of 1929 and 1930. The annual 
report for 1935, recently released, 
shows a net income of $1,271,008, 
equal to $7.27 a share of common 
stock, compared with $1,065,234 or 
$6.09 a share for 1934. Competitive 
conditions in the safety razor and blade 
business have continued to be burden: 
some, although American Safety Razor 
has the advantage of having de- 
veloped a type of thick, rigid blade 
which has been somewhat more difh- 
cult to imitate than the thin, double- 
edged variety. Despite the competition 
encountered, American Safety Razor 
achieved record high sales in 1934 and, 
judging by the operating profit for 
1935, even larger figures were prob: 
ably recorded last year. With current 
assets at the end of 1935 of $4,879, 
803, including $1,090,338 cash and 
$1,398,078 marketable securities against 
total current liabilities of only $567, 
905, American Safety Razor has im- 
proved its characteristically strong 
financial position which, together with 
the steadily rising earnings, have given 
ample justification to the liberal divi- 
dend policy of the management under 
which the annual return was increased 
to $5 in March, 1935, and again stepped 
up to a $6 annual basis in February, 
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1936. As the regular dividend rate has 
been doubled since 1933, that is, in- 
creased from $3 in that year to $6 at 
present and since the $1 special divi- 
dend paid in 1935 was considered as 
having been applicable to the then 
record earnings of 1934, it is our 
opinion that further extras can not be 
looked for at this time this year, as 
was the case in March, 1935. Consid- 
ering that the stock of American 
Safety Razor has a greater degree of 
appeal on the basis of investment for 
income than for its speculative market 
possibilities, its present market value 
does not seem to be inflated by com- 
parison with earnings, in the light of 
the price-earnings ratio of other stocks 
of investment caliber. Therefore, we 
feel that the stock has not unduly an- 
ticipated further earnings improvement 
and advocate continued retention of 
your present holdings. 


INLAND STEEL CoO. 


Conceded that Inland Steel might in- 
crease dividends this year, do you believe 
this is reflected in current prices? Do you 
think higher prices are forthcoming? Shall 
I continue to hold shares purchased at 
around 80?—I. C., Los Angeles, Calif. 


Since Inland Steel is paying out cur- 
rently only about one-third of its earn- 
ings in dividends, an increase appears 
probable, which would bring the re- 
turn to investors, at current quotations, 
to a more attractive figure. Earnings 
in 1935 were equal to $6.54 a share, 
on a larger number of shares than out- 
standing at the end of the preceding 
year, when earnings were equal to 
$3.10. Moreover, the cash position 
has been substantially improved by re- 
cent financing at a low cost. A review 
of the position of this company in an 
attempt to forecast earning power 
brings to light many constructive fac- 
ters of importance. Inland is a thor- 
oughly integrated unit, owning its own 
ore mines and coal mines, blast fur- 
naces, open hearth furnaces, rolling 
mills and, since the recent acquisition 
of Joseph T. Ryerson & Sons, distri- 
buting agencies. Its output includes a 
complete line from pig iron and ingots 
to finished bars, strip and sheets. Im- 
portant users of Inland’s products in- 
clude the automobile industry, farm 
implement manufacturers, miscellane- 
ous machinery manufacturers, railroads, 
building industry, and manufacturers 
of miscellaneous products such as elec- 
trical equipment, refrigerators, house- 
hold products, etc. The company is in 
an advantageous position to enjoy the 
wider profit margins in finished steel 
products, and to supply the “lighter” 
products used in miscellaneous fields 
and by specialty manufacturers, which 
department of the industry shows in- 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, 
March 4, 1936 


RESOURCES 


CasH AND DuE FroM BANKS . . . « $ 793,126,402.40 
U. S. GovERNMENT OBLIGATIONS, DIRECT AND 
FULLY GUARANTEED. . . 


; 632,802,503.70 
STATE AND MuniciPAL SECURITIES. 


106,085,744.94 


Oruer Bonps AND SEcuRITIES. . : 117,870,672.3 

Loans, Discounts AND BANKERS’ AccE EPrTANCES 609,245,471.81 
Banxinc Houses . .... © 38,686, 147.62 
Orner Reat Estate . 4,160,248.03 
MortGaGes . . . i, ob), 28 10,130,292.62 
Customers’ ACCEPTANCE L IABILITY . 14,987,266.06 


14,398,290.58 
$2,341,493,040.07 


OTHER-ASSETS 1. «& « © © «© s *% 6 @ 


LIABILITIES 
Capita. Funps: 
PREFERRED STOCK $ 50,000,000.00 
Common Stock . . . ._ 100,270,000.00 
SURPLUS’ 2 6: 6 « 50,000,000.00 
UnpivipeD Prorirs. 17,625,805.36 
PREFERRED STOCK RETIRE- 


MENT FUND. ... . 750,000.00 
$ 218,645,805.36 
RESERVE FOR CONTINGENCIES . ie a= 19,558,005.62 
RESERVE FOR TAxEs, INTEREST, ETC. 1,609,679.46 
DEPOSITS . « « i ee 2,059,785,315.41 
ACCEPTANCES Oorsrannme . . SW % 17,333,224.41 
LIABILITY AS ENDORSER ON Accu TANCES AND 
Foreicn Bitts . . 3,450,291.04 
OTHER LIABILITIES . 21,110,718.77 


$2,341,493, 040.07 





United States Government and other securities carried at 
$110,205,549.47 are pledged to secure public and trust deposits 
and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
































N. Y. Times 
N. Y. Times ——Dow, Jones Avgs.— 50 Stocks 
40 Bonds 30 Indus. 20 Rails High Low 
Monday, March 9.......... 88.11 153.50 47.86 121.94 119.59 
Tuesday, March 10......... 87.99 155.37 48.54 121.38 119.52 
Wednesday, March 11...... 88.12 156.85 48.82 123.04 120.78 
Thursday, March 12........ 87.68 153.13 47.06 121.68 118.82 
Wie tpisirexdiste seca 87.11 150.42 45.96 119.05 116.90 
Saturday, March 14......... 87.47 154.07 47.13 120.25 118.46 
Monday, March 16......... 87.36 153.25 46.72 120.44 118.57 
Tuesday, March 17......... 87.73 156.34 47.92 121.11 119.34 
Wednesday, March 18...... 87.81 155.82 47.46 121.83 120.26 
Thursday, March 19........ 87.77 157.40 47.88 122.38 120.68 
Bee atg eis aialy 87.60 157.42 47.33 122.52 121.18 
Saturday, March 21......... 87.58 156.45 47.10 121.76 120.85 





MARKET STATISTICS 


Sales 

2,751,980 
2,332,200 
2,193,190 
2,918,050 
2,659,770 
1,425,580 


1,834,610 
2,241,010 
1,746,530 
2,016,930 
1,888,060 

840,686 
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creasing demand currently and which, 
together with the building industry, 
seem to offer most interesting possibili- 
ties at the present time. An adverse 
element is present in the failure of 
steel prices to increase in comparison 
with rising production costs, but against 
this, the steel industry is conducting ex- 
periments in methods looking to re- 
duce operating costs and manufacturing 
process costs which eventually may off- 
set this condition. We feel that the 
outlook is sufficiently favorable to ad- 
vise retention of your shares at the 
present time. 


NATIONAL CASH REGISTER CO. 


I would like to hear from you regarding 
the profit possibilities in National Cash 
Register. It does not seem to me that it 
has participated as fully in market im- 
provement as have other business equip- 
ments. Do you think it will go ahead soon? 
—D. C., Wheeling, W. Va. 


Earnings reported by National Cash 
Register for 1935 were equal to 
93 cents a share, some improvement 
at least, compared with 68 cents a 
share reported in 1934. Sales showed 
an increase of about $5,100,000, but 
net profit after taxes increased only 
about $400,000. To a large extent, 
very probably, expenses incurred in 
carrying out the policy of thoroughly 
liquidating inventories operated to re- 
duce net earning power below the fig- 
ure at which otherwise it might have 
been reported. Extraordinary expenses 
incurred in the revision and improve- 
ment of its machines, undoubtedly also 
was an important consideration. While 
maintaining products at a high stand- 
ard, and by continually engaging upon 
research seeking to widen the field of 
usefulness for these products, the com- 
pany maintains its position as a leader 
and creates additional markets for its 
products. Having thus strongly estab- 
lished its position in the domestic mar- 
ket, National Cash Register has for 
some time been expanding its business 
in Europe, Canada, Japan and more 
recently, until the outbreak of war in 
Africa, had laid plans for extension 
of its business into the near East. 
These activities will undoubtedly bear 
fruit in the form of added earning 
power in the future, both from do- 
mestic and foreign sources. The do- 
mestic market is not by any means 
exhausted, and the application of its 
cash registers and bookkeeping and 
accounting machines to progressing 
business methods, by the development 
of new devices, keeps pace continually 
with the advances in these methods. A 
great deal of new business and re- 
placement business is obtained in this 
way. So far as the near term future 
outlook is concerned, it should be 
noted that in the first two months of 
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the year 1936, National Cash Regis- 
ter’s sales increased 392% compared 
with the first two months of the year 
1935. Near term and longer term 
outlook considered, we feel that com- 
parative tardiness in reflecting im- 
proved conditions by National Cash 
Register to date, should not be allowed 
to detract from a fair opinion as to 
the company’s prospects in the future. 





Research Is the Keynote 
(Continued from page 705) 





lubricating oils are the asphalt precipi- 
tation process and the dewaxing process 
employing dilutents other than the 
time-honored naphtha, thereby achiev- 
ing lower pour-test oils without such 
large refrigeration cost. And there are 
many commentators who believe that 
the work that has recently been done 
on the catalytic polymerization of re- 
finery gases to produce a new gasoline 
of excellent quality is likely to prove 
the most important chemical engineer- 
ing achievement of the present decade. 





Building Boom Gets Under 
Way 
(Continued from page 693) 








tion at Washington by Copper Houses, 
Inc., a subsidiary of Kennecott Copper, 
and use prefabricated copper sheets for 
exterior facings, bronze window frames, 
etc. A demonstration house at Syosset, 
L. I., employs ribbed aluminum sheets 
for exterior walls, securing them to a 
steel frame. 

Relative to its size, the Reynolds 
Corp., subsidiary of Reynolds Metal, 
which in turn is controlled by United 
States Foil, probably puts more empha- 
sis and effort on research than any 
other company in the building field. 
This company is aiming at marketing 
ultimately a complete “housing system” 
—materials and its own expert services 
—through the traditional distributing 
channels and in co-operation with local 
dealers, architects and builders. Its 
present major products are metal foil 
insulation, which uses the reflective 
principle of insulation; heating system 
controls; and “metal lumber,” which 
is made of metal sheets, with a filler 
between, and can be sawed or nailed. 

Panels of gypsum are offered by 
United States Gypsum and other gyp- 
sum manufacturers; and from Johns- 
Manville come “Transite” panels for 
interiors and, along with a host of 
other products, panels of compressed 


asbestos-cement suitable, with or with- 
out paint, for any kind of wall, interior 
cr exterior. Such panels are used in 
the widely publicized, fully prefabri- 
cated ““Moto-Home” sponsored by the 
General Electric Co. 

Finally, the plastics, such as West- 
inghouse Electric’s Micarta, are yet to 
be heard from and probably are des- 
tined to give various of the others a 
run for their money, especially where 
the appearance of the finish counts 
largely with the customer. 

However, there’s going to be a con- 
siderable amount of business for all— 
old and new—this year and for several 
years to come. 








Significant Foreign Events 
(Continued from page 707) 





the majority of countries; prosperity 
returns to such valuable clients as Great 
Britain and the United States in the 
land of the Golem, happy days are 
near again. 

Money is plentiful in Prague; the 
share turnover on the stock market is 
breaking records of five years’ stand- 
ing; car-loadings show a consistent 
upward trend, and figures for the iron 
and steel industry reveal an export 
surplus of 748 million crowns. Sanc- 
tions, although creating a flurry of ac 
tivity in the armament industries, have 
not contributed directly to the recov 
ery. On the contrary, exports to Italy 
fell from 32 million crowns in Novem- 
ber to 10 million in December, and 
promise to diminish further. The linen 
trade has been especially hard hit by 
sanctions, for Italy has in the past 
been, after the United States, Czecho- 
Slovakia’s best customer. The one dark 
spot in the industrial picture is the 
shoe industry. Since November, the 
great Bata group of factories—most 
important in Europe—have been oper- 
ating on reduced schedules for lack of 
export orders. One plant has curtailed 
production to 50 per cent of capacity. 
Although the shoe industry is momen- 
tarily down at the heel, the glove trade 
is flourishing, due to a swift revival in 
demand from England and America 
(220,000 pairs to the United States in 
November alone). While Czecho- 
Slovakian total exports fall approxi- 
mately 50 per cent below pre-depres- 
sion levels, industry is definitely on a 
steady up-grade. Czecho-Slovakia pre- 
sents a curious example of increased in- 
dustrial activity, coupled with increased 
unemployment. The number of un- 
employed at the end of January was 
846,400, compared with 818,000 last 
year. In an age of increasing indus 
trial mechanization, this phenomenon 
is by no means peculiar to Czecho-Slo- 
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vakia. As in-Great Britain, absorption of 
the unemployed is dependent primarily 
on capacity or near-capacity operation 
of specialized key industries created ex- 
clusively to supply export demand. 
But in general, the universal distress 
of the unemployed can be attributed 
more to world underconsumption than 
to the single factor of excessive produc- 
tion equipment. 








What First-Quarter Business 
Indicates 


(Continued from page 691) 








ments will be substantial during the 
second-quarter, payments on $296,000,- 
000 in outstanding AAA contracts 
having started. It is not now known 
whether payments under the new 
$500,000,000 soil erosion program will 
begin soon enough to be an important 
factor during the second-quarter. Final- 
ly, it is worth noting that about one- 
fourth, or $500,000,000 of the soldiers’ 
bonus to be distributed during the 
third-quarter of the year will go to 
farmer veterans, further swelling pur- 
chasing power in our agricultural areas. 

As a result of improved farm pur- 
chasing power the outlook for the farm 
equipment makers is radically improved 
and earnings should make further gains 
over the remarkable jumps experienced 
by most manufacturers last year. Since 
most such companies do not make in- 
terim reports, however, estimates of 
current earnings are impossible. 

In non-ferrous metals, business for 
the first-quarter has been well above 
that of a year ago, and the combination 
of gradually expanding demand and a 
relatively satisfactory statistical posi- 
tion in most of these metals should yield 
still better results during the next three 
months. Copper, lead and zinc will 
benefit materially from recovery in con- 
struction and industrial modernization 
and re-equipment; and copper should 
experience at least some betterment 
from moderately increased capital ex- 
penditures expected of the public 
utilities. 

Clinton H. Crane, president of St. 
Joseph Lead Co., states that sales of 
lead throughout the country so far this 
year have run 10 per cent larger than 
a year ago. H. S. Snow, vice-president 
of American Zinc, Lead & Smelting 
Co., states that his company has found 
added production necessary recently be- 
cause of better than expected demand 
for pigments and slab zinc. 

Railroad freight loadings for the 
first-quarter are estimated to have been 
around 8 per cent larger than in the 
first-quarter of 1935, and operating 
revenues for the same period should 
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show gains, varying widely from road 
to road, ranging from 8 to 20 per cent 
in most instances. During the second- 
quarter the carriers will not have the 
advantages of the abnormally heavy 
first-quarter coal movement, but accel- 
erated recovery in the heavy industries, 
larger movement of automobiles, steel, 
building materials, sustained favorable 
volume in miscellaneous manufactures 
and consumers goods generally, to- 
gether with prospective larger crop 
movement, should mean further gains 
in rail trafic and revenues. Costs, 
though burdensome, are apparently 
stabilized and operating results for the 
second-quarter should make at least as 
good a relative comparison as in the 
first quarter, if not moderately better. 
Gross revenues of the public utilities 
are rising in reflection of both general 
business expansion and increasing use 
of household appliances, notably elec- 
tric refrigerators. With costs stabilized, 
substantially larger percentages of the 
gain in gross have been carried through 
to net earnings during the first-quarter 
than was the case a year ago; and sec- 
ond-quarter comparisons are expected 
to be equally favorable, though much 
less than dynamic in most instances, 
since rates average well under the level 
prevailing in the last period of a utility 
prosperity so striking as to accelerate 
the normal political attack. This indus- 
try, it may be noted, will be an out- 
standing beneficiary of the pending 
Federal tax on undistributed profits— 
in lieu of Federal income taxes—if the 
measure is adopted substantially as pro- 
posed by the President, the reason being 
that the general run of utilities pay out 
almost all of earnings at present. It is 
hardly possible, however, that the bill 
can become law soon enough to affect 
second-quarter utility reports. 


During the past two or three weeks 
more propitious weather has produced 
a brisk upturn in retail trade and con- 
sumption goods lines generally. Second- 
quarter trade is expected to make a 
better year-ago comparison than in the 
first-quarter, results of which were held 
back by prolonged severe weather. 
There is little apparent prospect of any 
nearby run-away in prices such as 
would curb consumer purchasing; and 
relatively stable prices plus further 
gradual rise in public income resulting 
from the general recovery cycle should 
produce additional gradual gain in real 
public purchasing power. 

Various lighter lines are reflecting 
such improvement at present. First- 
quarter business of the Continental 
Can Co. is reported to have been ap- 
proximately 19 per cent ahead of the 
same period a year ago; and S. J. Steele, 
vice-president of this company, states 
that it is confident-1936 business will 
surpass the record high of last year. 

The home appliance division of Fair- 


banks, Morse & Co., as well as its heav- 
ier lines, are stated to be showing sharp 
gains. Unit shipments by Kelvinator 
Corp. have run more than double the 
year-ago rate thus far this year, with 
the seasonal push in refrigerators now 
starting. 

Weekly film rentals of the Para- 
mount Pictures Corp. are stated by 
John E. Otterson, president, to be run- 
ning 10 per cent above a year ago and 
at the highest level since 1931, while 
theater income is running 25 to 30 per 
cent higher than a year ago. 

Even such lines as packaged foods 
and dairy products, long laggard, ap- 
pear at last to be joining the recovery 
parade in at least a modest way, their 
improvement being due to a combina- 
tion of better public demand and lower 
costs, with N R A rigidities now pretty 
well adjusted and, in packaged foods, 
slightly lower raw material prices. 








Radio Corp. of America 
(Continued from page 711) 








to forestall an era of amateur construc- 
tion on the presumption that amateurs 
would hesitate to copy a perfected tele- 
vision set. From this policy it may be 
construed that R C A is making every 
effort to safeguard itself against the 
experience of having done all of the 
pioneering and development work, only 
to have some one else gather the mone- 
tary rewards. 


It is a moot question whether tele- 
vision will have the same public ap- 
peal as radio and there are many points 
which must remain unanswered. Much 
will depend upon the scope of televi- 
sion programs, the success in develop- 
ing a new broadcasting technique, and 
whether the average family will con- 
tinue to prefer radio, which is a sup- 
plementary medium of entertainment, 
over television, which will require the 
immediate presence and attention of its 
users. Cost of receiving equipment is 
another item, although a tentative price 
of $200 a unit, suggested as possible 
by RCA officials, would not seem 
prohibitive. 

Whatever the ultimate bearing of 
these factors upon the future of tele- 
vision, the important point at this time 
is that television is no longer a novelty 
but is approaching perfection and the 
fact that such important companies as 
Radio Corp. and American Telephone 
& Telegraph have been willing to spend 
large sums for research and experi- 
ments strongly suggests that these or- 
ganizations can visualize important com 
mercial possibilities for television. 

Another development of compara~ 
tively recent origin by R C A is fac- 
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simile radio. Last year the company 
completed construction of an_ ultra- 
short wave circuit connecting New 
York and Philadelphia and from the 
results of initial experiments, the com- 
pany is basing its belief that eventually 
it will be possible to transmit photo- 
grams at a higher speed and at lower 
charges than is now possible by the dot 
and dash system of the Morse code. 
Costs will be based on so much per 
square inch rather than by the word. 
Another potential service of facsimile 
radio is the “radio newspaper.” This 
will be made possible by an attachment 
to the present radio cabinet carrying a 
roll of specially treated paper which 
will receive a facsimile of condensed 
rcws events. These attachments will 
be rented to newspapers on a royalty 
basis and in turn leased to subscribers. 
This development would appear to have 
particular appeal to clubs, restaurants 
and other public places. Facsimile 
transmission is not new, of course, and 
in recent years hundreds of photographs, 
legal documents, etc., have been sent 
by radio. These newer developments, 
however, serve to emphasize the possi- 
bilities of profitably increasing the scope 
of this phase of R C A’s business. 

Fulfilling its stewardship in keeping 
the company well abreast of technical 
progress, the management of R C A 
is also meeting another obligation by 
endeavoring to bring the common stock 
closer to earnings. Such is the pur- 
pose of the proposed plan of recapital- 
ization, to be voted on at a special 
stockholders’ meeting scheduled for 
April 7. 

The plan devised by Joseph P. Ken- 
nedy involved three major steps: 

1. Redemption of 495,597 shares 
of class A preferred stock at $55, re- 
quiring $27,257,835. 

2. Each share of class B preferred, 
on which accumulated dividends will 
total $22.50 a share on April 1, will be 
exchanged for 1 1/5 shares of a new 
$3.50 convertible first preferred stock 
and one share of common stock. This 
new preferred stock will be redeemable 
at $100 a share and convertible, over 
the next five years, into 5 shares of 
common stock. 

3. The company will borrow $10,- 
000,000 for 5 years at 2!¥y per cent, 
the balance of the funds necessary to 
carry out the recapitalization to be pro- 
vided out of the company’s cash assets 
cf about $34,000,000. 

The affect of this proposed readjust- 
ment upon the company’s capital struc- 
ture will be an increase in its debt from 
$4,701,000 to $14,701,000; 495,597 
shares of class A stock and 767,275 
shares of class B stock will be sup- 
planted by 920,730 shares of new $3.50 
first preferred stock; $17,000,000 in 
back dividends on the B shares will be 
wiped off the books: and the common 
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will be increased from 13,130,690 
shares to 13,897,965 shares. Interest 
and dividend requirements under the 
new set-up will total $3,694,555 annu- 
ally, a savings of $2,098,410 equal to 
15 cents a share on the increased 
amount of common stock. Should the 
common shares ultimately sell above 20, 
the company could call the new pre- 
ferred shares at 100, thereby inducing 
conversion into five shares of common. 
With the preferred thus out of the 
way, the aggregate reduction in charges 
ahead of the common would be equal 
tc 29 cents a share annually, notwith- 
standing the fact that the amount of 
common outstanding would be enlarged 
to 18,501,615 shares. 

To the holders of the B stock, the 
plan means that they will receive new 
preferred shares, which will immedi- 
ately pay an aggregate of $4.20 in divi- 
dends annually, and one share of com- 
mon stock. If the new preferred is 
ultimately converted, holders of the 
B stock will have 7 shares of common, 
with sole claim on the company’s earn- 
ings. It is possible that eventually en- 
hancement in the value of the common 
will compensate class B stockholders for 
giving up their claim to $22.50 in back 
dividends. 

Last year Radio Corp. reported net 
income equal to $4.42 a share on the 
class B preferred shares, and making 
allowance for regular $5 dividends on 
the latter, the deficit would have been 
equal to 3 cents a share on the common. 
Gross income increased 13.3 per cent to 
$89,228,898 and net profit was up 
$877,609 to $5,126,873. Had the pro- 
posed recapitalization been in effect in 
1935, earnings available for the new 
$3.50 preferred would have been equal 
tc $5.28 a share, while the increased 
common would have earned 12 cents 
a share. Had the new preferred been 
fully converted, per-share earnings on 
some 18,500,000 shares of common 
would have amounted to 26 cents a 
share. 

Taking the plan as a whole, it ap- 
pears to be a sincere attempt to face 
the realities of the situation. It is 
“ex-glamour and romance” so to speak 
and endeavors to provide a capital 
structure which the company should 
be able to support under anything re- 
sembling normal conditions. 

From a stockholder’s viewpoint or 
that of a prospective investor, it is only 
too obvious that the company’s pros- 
pects are weighted heavily with possi- 
bilities which lie in the more distant 
future, none of which can be accepted 
as definitely assured at this time. Radio 
Corp., on the other hand, has without 
question established itself firmly in a 


field where art and science are major, 


factors, both of which are susceptible 
to ualimited development and profitable 
financial returns. 
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Active Issues 


Quotations as of Recent Date 





1935 
Price Range 
y Recent 
Name and Dividend High Low Price 
Alum. Co. of Amer.. 162 87 146% 
Amer. Cyanamid B (60)... 4034 29144 36% 
Amer. Gas & Elec. (1.40) . 4334 374% 38% 
Amer. Lt. & a = $0) Lees 22% 17% 21% 
Amer. Superpower......... 4l6 2% 2% 
Assoc. Gas! Elec. OM. iene Se 1 1 
Atlas Corp. (7.40).......... 164% 103% 11% 
Cities Borvice..... ......:... 7% 3 53% 
Cities Service Pfd.. 59% 41% $353 
Cleveland Elec. Iilum. (2)... 5214 48 914 
Colum. G. & E. cv. sel S: 114 93 10534 
Commonwealth Ediso 112 97 3 
Consol. Gas Balt. - 60). . 90% 84 87% 
Geek Canp.-.- bss .. 1% 4% 1% 
Crane C . 29% 25 “8 2614 
Creole Geandinnns (Ct 20)... vos ee 19% 30% 
Elec. Bond & Share........ 244, 153, 235% 
Elec. Bond & Share 7 e- 864, 7434 85% 
Elec. Pr. Assoc. A. : 9% 6% 854 


1935 
Price Range 
—————. Recent 
Name and Dividend...... High Low Price 
PE 6 oo 6 o no sos ses 9 634 % 
Ford Mot. of Can. “A” (t- ” 28% 244 25% 
Ford Motor, Ltd. (.10)...... 9% 8% 85, 
Glen Alden Coal (1).. 18% 14% 14% 
Great A. & P. Tea N.-V. (*6). 13034 112 115 
i 3 2 eee 9 72 96 
Hudson Bay M. & S. (1) 283 22% 26% 
Eiemible TE (4).......0000. 4 62% 
Imperial Oil (*.60)......... 243, 201, 2314 
Lake Shore Mines (*2)..... 69144 61 5354 
National Sugar Ref. (2).. 28% 23 ae 
iagara Hudson Pwr....... 1134 834 934 
Novadel-Agene (2)......... 3534 43! 
Pan-Amer. Airways (1)..... 6634 453%, 60% 
Pitts. Pl. Glass (2)......... 9844 123 
Shewwin-Williams A ee 144 118% 141 
United Lt. & 34 33% 


Pwr. 3 75 
United Shoe Mache (91). 90° = 83°87 
* Includes extras. {Paid ‘last year. 

















Government Gaining Control 
of Credit 


(Continued from page 695) 








but it is a debatable point whether 
business could not do just as well 
if credit were only a little scarcer 
and a little dearer than it is today in 
this country, for confidence probably 
would be stronger. After money has 
reached a certain level of cheapness and 
excess supplies arrive at a certain alti- 
tude, about the only effect of further 
cheapness is to harm those living from 
their investments and about the only 
effect of further increasing the supply 
is to promote undesirable speculation. 
One must look, moreover, at the 
manner in which this ease of credit has 
been brought about. It is a kind of 
Alice in Wonderland system whereby 
a Federal deficit is chalked up as a 
national asset. It is not the cheapness 
and plenty that comes from an era of 
prosperity, the result of a piling up 
year after year of sound business prof- 
its. It is a thoroughly artificial cheap- 
ness. The Government prints its bonds, 
sells them, and with the proceeds pur- 
chases fine examples of the boondog- 
glers’ art, or what have you, and the 
money seeps gradually back to the 
banks from whence it came in the first 
place. The banks then buy more Gov- 
ernment paper . . . and the music goes 
‘round and around. In theory, about 


the only limit to this process is the 
complete collapse of the Government's 
credit, the ultimate in inflation. In ac- 
tuality, of course, it is unlikely that 
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the theory will be tested to the full, 
that we shall see such a collapse of 
Government credit. Even the present 
Washington, and we may well have a 
less reckless one before matters become 
desperate, must see the necessity of 
calling a halt some day. It does fore- 
shadow, however, a great increase in 
taxation—taxation which will not be 
paid by the rich, but by the compara- 
tively poor—and the longer present 
policies remain unmodified, the greater 
will be the ultimate burden of taxes. 

The socialization of credit—credit 
under the control of politicians—is a 
hazardous thing for the reason that the 
first effects of expansion are beneficial 
and leads, therefore, to over-expansion. 
This is well recognized abroad. The 
Bank of England is a private organiza- 
tion and, although there is the closest 
co-operation between it and the British 
Government, the Bank can be counted 
upon to oppose any reckless course and 
would be backed in such opposition by 
the country. In Germany, this is not 
the case; there, it is a government bank 
and the present situation in that un- 
fortunate country is similar to the one 
into which we might possibly drift. 
The German inflation pot has been sim- 
mering for years under cover. That it 
has not exploded as yet is because of 
the ingenious manipulations of the 
Reichsbank’s affairs by the redoubtable 
Dr. Schacht. It is, however, hard to 
see how the lid can be kept on indefi- 
nitely. 

The present trend in the United 
States towards the socialization of 
credit is a trend which must not be 
permitted to go too far. Nor must 
there be any intensification of the di- 
rect control exercised over banks. We 


have gone a long way along this road, 
what with RFC ownership of bank 
preferred stocks and the guarantee of 
deposits. It might be better in the end 


to retrace some of these steps. This 
might be done by repeal legislation. 
Having somewhat similar effects would 
be a great increase in new financing 
and a wider distribution of securities. 
This last development appears not un- 
likely. For a time, as in the recent 
past, bonds should be the favorite me- 
dium: later, with a firming of money 
rates and continued strength in the 
stock market, stocks should take prece- 
dence and perhaps be issued in great 
volume. 








Two Raw Materials Head for 
Higher Levels 


(Continued from page 709) 








involved in over-tense rivalry, which 
most emphatically is as it should be, 
and it may be hoped, marks a turn in 
the custom of handing the autoist 
everything on a silver platter. If such 
policy prevails it should give to the 
whole of the industries based on crude 
rubber a better degree of stability. 

The “Big Four” in rubber in this 
country is made up of Firestone, Good- 
year, Goodrich and United States Rub- 
ber; the first three are devoted princi- 
pally to the tire business. U. S. Rubber 
dominates the field of all that thousand 
and one things from storm rubbers and 
other rubber footwear to bathers’ caps, 
from flooring to toys; even those who 
do not ride in autos are apt to be 
found getting about on rubber—heels. 
As in copper, the dominating authori- 
tative voices in rubber are not nu- 
merous and there is good reason to 
hope that enough accord has been 
reached in the industry to assure a 
continuance of that respect for the 
general price structure which has sup- 
planted bitter rivalry for several recent 
months. 

The largest channels of distribution 
of primary equipment may be briefly 
outlined by noting that Firestone sells 
to Ford and to General Motors; U. S. 
Rubber sells to General Motors, this 
quite naturally, both of the last men- 
tioned being duPont units; Goodyear 
sells to Chrysler and to Ford; Good- 
rich sells to Ford and to General 
Motors. 

It has been in the replacement field 
that the guerilla warfare has raged 
most fiercely, and it is here also that 
the distributors and consumers have 
profited unduly, and here again that 
these large fabricators can co-operate 
for peace and profit, if they get to- 
gether as to policies. 
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Crude rubber has climbed slowly 
from the low price of 2.657 cents to 
a current price of 16 cents per pound. 
World stocks have declined from 746,- 
304 tons in December, 1934, to 646,506 
tons at the close of December, 1935, a 
shrinkage of 14 per cent. 

There is a general stiffening of rub- 
ber prices which are better now than 
at any time since February, 1930. 
These prices have drawn some crude 
from stocks in London, whereas, or- 
dinarily our supplies come through 
directly from the Far East, though the 
primary markets are London, Amster- 
dam and Singapore. 

The two opposing forces in crude 
rubber are: increasing demand on the 
one side—in new uses almost number- 
less, expansion of older uses such as 
the new market for tractor tires, rub- 
ber tires on farm wagons. Some states 
now prohibit the use of iron tired 
vehicles on public highways. Every- 
one is familiar with the fact that all 
types of tires carry greatly increased 
thickness of rubber. 

Now, on the other hand, there is 
the problem of keeping production 
under control. The International Rub- 
ber Restriction Agreement has a good 
deal of the appearance of an interna- 
tional treaty. It was signed in April, 
1934, to run to the end of 1938. The 
signatories are the governmental au- 
thorities of the Dutch East Indies, 
British Malaya, Ceylon, India, Burma, 
North Borneo, Sarawak, Siam, and 
French Indo-China. Action under the 
agreement is in the hands of an Inter- 
national Rubber Committee. Each sig- 
natory is expected to live up to and 
keep within the quota assigned by the 
Committee. 


Native Rubber 


There was and is one factor which 
is not at all strong for regulation being 
himself rather immune therefrom, the 
native Malay of the Dutch East Indies. 
He comprises the major problem in 
rubber. The trees he taps grow in 
the jungle without cultivation. In the 
Dutch East Indies he has a greater 
acreage than is comprised in the culti- 


vated areas of the plantations owned 


by the whites. He manages to produce 
more rubber per acre than the planta- 
tions and the only restraint which the 
Dutch government can make effective 
is by an export tax, now imposed on 
the basis of 32 guilders per 100 kilo- 
grams, dry weight, which is equivalent 
tc about 10.29 cents per pound leaving 
2 cents for the native grower. The 
native counts no cost, to him, 2 cents 
net or 10 cents net, it is all net—no 
deductions for labor or invested capital. 

The last meeting of the Committee 
was held in February and the 60 per 
cent quota continued for the quarter. 
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On this basis, world stocks should 
further decrease and markets continue 
tc firm up. 

It is not the least remarkable phase 
of the entire situation that the market 
has shown little or no uneasiness in 
response to war threats abroad. Al- 
though rubber comes to our ports 
through the Suez Canal and the Medi- 
terranean and in case of any outbreak 
of hostilities involving England, ship- 
ments would probably be held up, yet 
the market has ignored such contin- 
gency. This attitude is probably a 
more reliable indicator than the political 
headlines and diplomatic manoeuvers 
set out variously for home consumption. 

There does not appear to be any 
attempt to build up the stocks in this 
country, which would be quickly 
needed if the regular movement of 
trade were interrupted. In any event, 
the current outlook is emphatically in- 
dicative of higher prices and in accord 
with a general trend. 





Fifty Years Old and Still 
Growing 


(Continued from page 702) 





undistributed profits up to 55 per cent 
on undistributed earnings of 30 per 
cent or more of net income. 

Expressed in percentage of total net 
income, as worked out by the Trea- 
sury experts, these rates range from 1.5 
per cent on corporations distributing 
90 per cent of earnings to 47.5 per 
cent on those distributing nothing. 
Under this set-up Sears, Roebuck’s net 
income for the last fiscal year can be 
estimated roughly at $23,400,000, this 
figure being $20,000,000 estimated 
profits after Federal taxes plus the 
amount of those present taxes. As- 
suming that the 1935 rate of gain in 
profits is maintained for 1936, the com- 
pany, under the new tax basis, would 
have net income around $31,000,000. 

Now maintenance of the present $2 
dividend rate on the 4,794,715 shares 
outstanding would call for distribution 
of $9,589,430 and would leave, rough- 
ly, $21,400,000 of undistributed earn- 
ings or about 69 per cent of total earn- 
ings; and the tax on this would be 25.5 
per cent of total net income or approxi- 
mately $7,750,000. This would compare 
with a tax of about $5,120,000 under 
the present Federal income tax laws 
and thus would give the company con- 
siderable inducement to increase its 
dividend distribution by the difference 
of $2,630,000 or by about 55 cents a 
share. It would have to be still more 
if the company wished substantially to 
reduce its present Federal tax burden. 

Thus the proposed new basis of taxa- 


tion, plus rising sales and profits, 
should mean a somewhat larger Sears 
dividend and support at least moder- 
ately higher prices for the stock. 

The dozen top men who run this 
$400,000,000 business drew aggregate 
salaries of $387,695 in 1934, the latest 
report available as made to the S E C. 
The salary of Lessing Rosenwald, 
chairman of the board of directors, was 
$85,139; that of General Wood, presi- 
dent, $81,818; and those of Vice-Presi- 
dents Emil L. Pollock, James M. Bark- 
er and Thomas J. Carney were $40,000 
each. 

Lessing Rosenwald, sharp of fea- 
ture, is shy, studious and careless in 
dress. Emerging from the Navy as a 
second-class seaman, he went to work 
for his father’s company and in 1920 
was put in charge of the new Sears 
stcre in Philadelphia. Although Mr. 
Rosenwald was reported to be a great 
success in that job, his is the misfor- 
tune of any rich man’s son who goes 
into his father’s business in a responsi- 
ble job, in that no matter how capable 
he happens to be outsiders will assume 
his position to be a matter of inheri- 
tance. 

General Wood got his initial busi- 
ness training in the Army, which is 
not as strange as you might think, for 
General Goethals of the Army built 
the Panama Canal—a first-rate business 
jcb—and General Wood, then much 
less than a General in rank, was one of 
his bright young assistants in the busi- 
ness. He went to France in 1917 as a 
lieutenant colonel in the crack 42nd 
Division but was promptly detached to 
help General W. W. Atterbury man- 
age railroads and docks; and shortly 
thereafter was brought home on recom- 
mendation of General Goethals to be- 
come acting quartermaster general in 
charge of purchase and storage of 
Army supplies. For two years just 
prior to the war he had been assistant 
to the president of the General Asphalt 
Co., and after the war from 1919 to 
1924 he was vice-president of Mont- 
gomery Ward & Co. in charge of 
merchandising. He became a vice- 
president of Sears, Roebuck in 1924 
and president in 1928. 

General Wood is described by his 
friends as being very fond of horses 
and children, including five of his own 
-—children, we mean—and of enter- 
taining a cordial dislike for newspaper 
photographers and journalists in gen- 
eral. Slightly gray, alert, he will peer 
at you over half-moon spectacles if he 
talks to you at all, which he probably 
won't. But if he does talk business he 
will talk in percentages and not dol- 
lars, perhaps one reason being that he 
is not among the business men who con- 
sidered the old dollar of $20.67 gold 
as sacred. Before devaluation he was 
on record as favoring a cut to between 
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66 and 75 cents and it is not of record 
that he was either surprised or shocked 
when President Roosevelt undershot his 
lowest mark by a substantial percent- 
age. Certainly the effect on farm 
prices, which are dear to the heart of 
General Wood and the corporate heart 
of Sears, Roebuck, has not been un- 
favorable. 

Of all the host of things that General 
Wood and his associates are today sell- 
ing more than 12,000,000 customers, 
the “hard” lines this year appear to 
have the best prospect of percentage 
gain, particularly household and farm 
equipment and building materials, in 
all of which the company has a strong 
position. The mistake it made in sell- 
ing houses—more than 100,000 of them 
in a generation or so—was in the long- 
term financing of sales. It is now 
ready to go back in this field, but with 
the all-important difference that it is 
arranging for someone else to do the 
financing for the customer—not at all 
difficult in these days of easing mort- 
gage credit and F H A insurance. 











Better Earnings for Truck 
Manufacturers 
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76 factory branches throughout the na- 
tion. Lacking suitable facilities for the 
complete manufacture of Mack, Jr., 
models the company has arranged a 
contract with the Reo Motor Car Co. 
for the production of the full line. 

The year 1934 marked the return 
of Mack to profitable operations, defi- 
cits having been shown in each of the 
three previous years. Net income in 
1934 was $17,134, equal to 3 cents a 
share on the outstanding _ stock. 
Last year, however, a deficit of $395,- 
616 was reported, after all charges. 
The final quarter of 1935 witnessed a 
decided turn for the better in both 
sales and earnings and this trend has 
continued in the early months of the 
current year. Orders in January were 
the largest for that month since 1931, 
‘and in February, the company received 
a $2,000,000-order for buses. 

The 597,335 shares of stock comprise 
the entire capitalization of Mack; the 
company is without bank loans or 
funded debt; and working capital was 
in excess of $20,000,000 at the end of 
1935. Despite the series of unprofit- 
able years, financial resources have per- 
mitted the maintenance of dividends, 
the present rate of 25 cents quarterly 
having been in effect since 1931. At 
current levels around 33, the market 
obviously views the company’s pros- 
pects with considerable optimism, but 


unless there is a serious interruption in 
the upward spiral of general business 
the company has an excellent opportu- 
nity of justifying the prevailing ap- 
praisal. Earnings, of say $1,500,000, 
this year would seem quite possible, 
and this would mean $2.50 a share on 
the stock. 


Big Year for White Motors 


The White Motor Co. has long been 
identified with the automobile industry 
but since 1918, the company has con- 
fined its activities to the manufacture 
of trucks and buses. An attempted 
merger of the company with Stude- 
baker Corp. was blocked by minority 
stockholders and since early last year 
White has operated as an independent 
unit. Adverse publicity and unforeseen 
operating difficulties resulting from this 
attempted consolidation undoubtedly 
contributed to the company’s poor 
showing in recent years but the same 
broad factors responsible for retarding 
other independent truck makers were 
experienced in a substantial measure by 
White. The company recorded its big- 
gest year during the war when some 
15,000 units were produced. Since 
1929, however, successive deficits have 
been reported and accrued losses up to 
the end of 1934 aggregated more than 
$12,000,000. The report for 1935, due 
to be issued soon, will reveal another 
loss, probably larger than the deficit of 
$1,400,801 in 1934. Domestic sales last 
year of 4,166 units were about 500 less 
than in the previous period, and ac- 
counted for less than 1 per cent of total 
new truck registrations in 1935. 

In the final quarter of 1935, how- 
ever, the company made a much better 
showing than for the year as a whole. 
Of new truck registrations, White ac- 
counted for 1,908 or 1.6 per cent of 
the total in the final three months. In- 
cluding its Indiana group of “assem- 
bled” trucks, White offers virtually a 
complete line ranging in capacity from 
a 1-ton light model to a 28-ton tractor- 
trailer combination. Last year, due to 
a delay in offering its smallest model, 
the company did not obtain the full 
advantage of the demand for this type 
vehicle, while, on the other hand, bus 
business was substantially ahead of 
1934, 

The company’s president has pre- 
dicted that this year will be the big- 
gest in the history of the truck industry 
and has backed his optimism by prepar- 
ing to double production. Free from 
internal problems, it is a safe conjecture 
that the company will materially im- 
prove its 1935 showing, even to the 
point of earning something on the 
625,000 shares of stock. A comfortable 
financial position suggests that divi- 
dends would be resumed promptly, 
once the company is fairly “in the 


black.” Selling at 26, the shares ap- 
pear to be discounting much more than 
the immediate prospect, and, therefore, 
recommend themselves primarily as a 
longer term speculative medium. 


Federal Motor Truck 


Bolstered by several large Govern- 
ment orders, the Federal Motor Truck 
Co. last year recorded a gain of about 
32 per cent in dollar sales, while unit 
sales were up 20 per cent. Accord- 
ingly, an important gain in earnings is 
foreshadowed when the company’s full 
1935 report is issued. After deficits in 
each of the three preceding years, 1934 
operations produced a profit of $50,449, 
equal to 10 cents a share for the 
486,493 shares of stock. Since last July, 
the company has paid three dividends 
of 10 cents each. 

Federal is prepared to offer trucks 
ranging in size from 34-ton to 8-ton 
units, the former being a recent addi- 
tion to the company’s line. The 3-ton 
unit is a four-cylinder commercial car, 
with a base price of $545 and the 
greater economy which can be claimed 
for this vehicle over the six- and eight- 
cylinder models should put it in a 
strong competitive position. Orders on 
the company’s books in January and 
February were 30 per cent ahead of a 
year ago and announcement was re- 
cently made of the receipt of a Govern- 
ment order for 193 2!y-ton trucks. 


Although Federal is one of the 
smaller companies, by contrast with 
some of the other independent manu- 
facturers, its size and compactness has 
enabled it to cope more effectively with 
changing conditions, without how- 
ever being competitively overshadowed. 
With the initial gains registered in the 
early months promising further impor- 
tant earnings recovery this year, the 
shares at 11 possess rather interesting 
speculative possibilities. 


Yellow Truck and Coach 


Although control of the Yellow 
Truck & Coach Mfg. Co. is vested with 
General Motors, the company is oper- 
ated as an independent organization 
manufacturing light and heavy-duty 
trucks, buses and taxicabs. While the 
company last year accounted for only 
2.24 per cent of total new truck regis- 
trations, this was sufficient to place it 
in fifth ranking position. 


The company’s truck line has been 
recently augmented by the addition of 
a new !4-ton truck with a base price 
for the chassis of $425, while the base 
price of the 1/-2-ton models has been 
reduced $70 to $525. Last year, sales 
volume was considerably enlarged by 
bus orders, particularly from New 
York City which has embarked upon 


742 When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 





il 





65 do Ff F&F» 


AaAs> 


















~ 


.: AS 


uv 


ww 


‘ 


‘Sy = ww 


=~ 


” 


<> ee ee = eee 
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* NOT FOR SALE 


To invest successfully in 1936 you must act on facts. Earnings, 





financial positions, and actual prospects will be more important 
to you then than at any time in recent years. To aid you in deter- 
mining the facts about the various industries, and the situations of 


individual companies in these industries— 


THE MAGAZINE OF WALL STREET 


Offers Its Fourteenth Yearly 





Record 
_Finances 





Complete M™ 
Farnings~ Div ydends 
j ations 


is Corpor 
Leading eset 


| 
ca 9.1936 : | 
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A Yearbook of Financial, Industrial, Security Facts—prepared in 
an original style that saves your time, yet gives you complete in- 





Facts, Graphs, Statistics that will help 





make your 1936 investment plans. formation on every important industry—company—and security. 
| : , mee 

te Our 1936 Manual, now off the press, contains a complete statistical record | 
| for the past three years on all the leading companies in every important | 
| Factual industry—in addition to high, low and last prices for 1935. | 
The clarity and simplicity with which all data and interpretive comment is | 
and presented, offers you a complete, accurate picture—not only of the individua] | 
corporation, but of the industry of which it is a component part. This infor- | 
Interpretive mation can be invaluable in mapping your investment course throughout | 

1936. It can help you to determine which securities to discard and which 
= to hold—and enable you to build a sound investment foundation. 


One hundred tables and charts illustrating basic conditions in important industries, and fully detailed 
tables giving leading companies’ earnings, financial position, etc., over a period of years. Practically 
every company of importance whether listed or unlisted is included. The data gives a complete record 
of their progress or decline, points out their future prospects. 


MARKETS ... DOMESTIC TRADE AND BUSINESS .. . 


Analysis of the Stock Market for 1935 with 1936 Outlook. Analysis of the Business Situation from the standpoint of 
By the Industrial and Security Experts of The Magazine of recent events and prospective trend. 
Wall Street. —Money and Finance. 
~ P ‘ 7 —Commodities—Including Graphs, Indicating Price Trend. 
—Comparison of earnings of all leading companies for several —Record of Production of Leading Commodities and New Produc- 
bape PE cee tion Trend. 


—New Stock Listings. 
—Stock Market Prices 1934-1935. 
—Over-the-Counter Prices. 


—Curb Market Prices. SECURITIES artes 


3 Years’ Earning Record—Present Financial Position. Ilus- 


BONDS trated with Charts and Tables. 


—New Industries. 





—Railroads —Chemicals —Steel —Shipping 
—Bond Market Prices for 1935. —Public Utilities —Leather —Coal —Tobacco 
—Analysis of Bond Market for 1935. —Food and Packing —Accessories —Oil —Radio and 
—Bond Financing —Chain Stores —Textiles —Tires —Communications 
—Unlisted Bonds. —Mail Order —Mining —Paper 
—Curb Bonds. —Automobiles —Machinery —Sugar 





* This compilation is not for sale. It is prepared for THE Macazine oF WALL Street subscribers—and 
because of the cost of preparation and publishing it can be offered only to our 1936 yearly subscribers. 
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The MAGAZINE OF WALL STREET SPECIAL FREE Manual Offer 
90 Broad Street, New York, N. Y. 

I enclose $7.50. Send me THE MAGAZINE OF WALL STREET for one year (26 issues), beginning with the next 
issue. It is understood I am to receive your 1936 Manual by return mail free. Further, I am to enjoy full privil- 
eges of your Personal Service Department. 
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Bid Asked 
American Book oa sae 76 
Canadian Celanese.............. 27 29 
Crowell Publishing Co. pind ee 4444 4614 
Dictaphone Corp. (3) . SC 56 
National Casket (8)............. 53 56 
Northwestern Yeast (8).......... 74 78 
Singer Mig. Co. (834) 1.00002. 343 

er . Co. 
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gee UTILITIES 

Alabama Power Pfd. (7)......... 72 7314 
Carolina Power & Ligue Pfd. (7).. 92 94 
Central Maine Power Pfd. (7) . 69 72 


Columbus Rwy. Pwr. & Lt. Pfd. 6) = 11014 
Consumers Power Pfd. (6)....... 105 
Dayton Power & Light Pfd. (6) iit 113 


Bid Asked 
> rsey Central Pwr. & Lt. Pfd. @). Ry 93 
s Gas & Electric Pfd. (7). . 11 112 
Metropolitan Edison Pfd. (6)..... 1043 105!4 
Nebraska Power Pid. eae = 4 112% 
oe ton rsey Pwr. & Lt. Pid. ©)... 8 1041, 
Ohio Public oauee +7 £ Fs tence 1 on 104 
Pacific Power & Light Pfd. (7)..... 7734 7914 
Tennessee Elec. Power Pfd. (6 ). .. 645 6554 


Texas Power & Light Pfd. (1). .- a0 103 
TELEPHONE & TELEGRAPH 


American Dist. Tel., N. J. (@) cae ae 118 123 
Mountain States Tel. _ Tel. (8 joe . 144 148 
Northwestern Bell Pfd. (6 ac). 116 118 


Peninsular Telephone re See 18% 1934 
Southern New England Tel. (6)... 14614 A 


* Includes extras. 











the motorization of its street transit 
facilities. 

Responding to an increase in net 
sales from $28,249,839, to $35,856,799 
last year, Yellow Truck operated at a 
profit for the first time since 1930. Net 
income of $503,000 was equal to $3.35 
a share on 150,000 shares of 7 per cent 
preferred stock, on which no dividends 
have been paid for more than eight 
years. A subsidiary operating taxicabs 
in New York City has been disposed 
of and this will relieve the company of 
an important expense item, as oper- 
ations have been unprofitable for some 
time. 

The substantial rise in the quoted 
values of the Yellow Truck preferred 
and common shares to levels around 
118 and 18 respectively has not been 
unwarranted by the late improvement 
and current promise of further gains. 
Some provision must be made for 
$57.75 in back dividends on the pre- 
ferred before common dividends are a 
valid expectation, but backed by the 
evidence of better earnings some rea- 
sonable plan for the liquidation of 
preferred dividends would doubtless re- 
ceive stockholders’ support. The pre- 
ferred is interesting on the basis of both 
back dividends and potential income, 
while the common must be considered 
strictly on its longer term merits. 








Regulation + Restriction 
Unemployment 


(Continued from page 699) 








laws against travel. Due to the many 
insecurities, there was very little sav- 
ing, and as saving regularly meant 
hoarding, it was of almost no help in 
financing new ideas. Finally, the 


Church prohibited interest. With it 
all, there were few who were willing 
to brave the terrors of commerce, and 
even these had virtually no backing. 

Yet, in spite of the prejudices of the 
Church, the tolls and other obstructions 
ot the lords, the terrible roads, and the 
thugs on horse and in vessel, trade kept 
pushing in. All that was missing was 
inspiration, and when at last this was 
supplied by wanderers, returning from 
the South and East with visions of 
splendor, commerce with those sec- 
tions leaped, with Venice a leading 
promoter. At the end of the Eleventh 
Century came the stimulus of the Cru- 
sades, undertaken outwardly to run the 
infidel out of Jerusalem, but partly, we 
may suspect, to make the world safe 
for more silk, perfume and _ sugar, 
which had been threatened by the com- 
ing of the Turks. Eventually, to sup- 
ply trade the protection it needed, cities 
banded together. In a number of 
Leagues, the great cities, from the 
Danube into Flanders and England, 
undertook to convoy merchants by both 
land and sea. Then, with the aid of 
the merchant class, so often in need of 
privileges, kings in several quarters 
won power enough to subdue the 
armored dukes, and finally gunpowder 
caved in the walls of feudalism. 

Thus, after hundreds of years, Eu- 
rope was unlocked, and catching a 
gleam of profit from commerce and 
manufacture, capital sprang from its 
hoards. But trade had barely a mo- 
ment to spread its wings. No sooner 
was a patrol established on a few 
routes than a leech fastened itself on 
their commerce. Monopoly demanded 
reward for its protection. 

At times, this power was a single 
city, like Genoa or Venice, which con- 
trolled the ships. Elsewhere, it was a 
league of cities, or a company chart- 
ered by the king, who granted a privi- 


lege for a fee or a share in the profits. 
Eventually, monopoly was asked by a 
guild of merchants, on the ground that 


outsiders were gypsies. In some cases, 
the favor was demanded by a guild 
of craftsmen, because non-members as 
a class did shoddy work. Furthermore, 
guild demands were enforceable. For 
ages, guilds protected themselves and 
held supply to a scarcity by limiting 
apprenticeships, making them expensive, 
and fixing their term for as much as 
seven years, and even ten years in the 
factories of the Hanseatic League. 
Here was monopoly with finesse, with 
the arrangement for cheap labor doing 
a neat turn for the cause of scarcity. 

Thus, puny trade, hanging to life by 
a thread, was no sooner saved from one 
set of brigands than it was pounced on 
by others, all now respectable on the 
argument of their vast service. Be- 
cause there was more than a grain of 
truth in it, monopoly became the rule 
of the Western world. 

Of more importance to us, in weigh- 
ing the New Deal, are the few other 
conditions which gave monopoly its 
chance. Without question, it flour- 
ished because control was easy. As 
long as commerce was kept to a few 
routes, centered in relatively few cities, 
and even there carried on largely at 
occasional fairs, it could not escape. 
Those who want a guild economy for 
today are apparently forgetting that 
there are now a dozen substitutes for 
nearly every commodity and ten thou- 
sand roads to bargains. Besides, un- 
der the guild system, control of trade 
meant control of the lives of both ap- 
prentice and master, as well as of busi- 
ness practices down to the smallest de- 
tails, even in a foreign port when a 
ship was being loaded for its return 
home. Guilds ruled by laws of iron. 

It is, of course, too much to say that 
the Dark Ages were the product sim- 
ply of restrictions on trade. There 
were also barbarian invasions, the lack 
of schools, and the risks of travel. But 
with some rein given to individualism, 
Europe might have had the refinements 
that come with commerce. Instead, for 
several hundred years, she chose to 
plunder trade or to curb it to make it 
yield a monopoly profit. Not until the 
industrial revolution, so often lamented, 
did trade manage to escape. Although 
transportation had already opened 
routes around tolls, it was left for fac- 
tories to make goods cheap and thus 
permit trade to soar on the wants of 
the masses. 

Today, factories are under a curse 
because of the feeling that their ma- 
chines are cheating millions of people 
of jobs. In this page of history, is 
there not a suggestion that these people 
have no work because of what has 
been done to stop commerce? With- 
out a broad commerce in surplus, how 
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many opportunities has industry to 
offer? 

With no thought of what our re- 
strictions are doing to jobs, we are go- 
ing medieval still. Like the caravans 
which ran into tolls at the boundary 
of every fief, business, even after re- 
cent treaties, still encounters tariffs, 
quotas and inspections at every port. 
In a dozen states prices are raised and 
buying power destroyed by prohibi- 
tive taxes on chain stores. In every 
community there are quarantine laws, 
taxes and licenses for the protection of 
local farmers and merchants. 

Brigandage now takes a variety of 
forms. Racketeers levy a fee for their 
“protection,” and even legislators have 
been known to devise threatening mea- 
sures to stimulate a reward for their 
defeat. Public servants by the million 
dip into the profits of trade, for only 
their regular pay. Rail labor demands 
such a tribute from commerce that 
crops often are unable to move, aud 
whole communities are often abandoned 
because factories must be transplanted 
to avoid the freight. 

There is the usual cunning to win a 
monopoly. By the mere mention of 
cheap foreign labor, capital wins labor 
over to protection. Instead of pro- 
hibiting trade with only the infidel n 
the East, we prohibit it with infidels in 
every direction. Regardless of the 
obsolete methods they were sheltering, 
code authorities did everything to see 
that no new capacity was added to 
the field. Although few unions now 
put a limit on apprentices, when they 
go on strike all make it unhealthy for 
“scabs.” 

The Government hardly undertakes 
to prohibit interest, but it is not 
ashamed to swamp the rate by flooding 
the market with credit. 

Everywhere is the same old faith in 
self-sufficiency and in scarcity. One or 
the other is the object of a thousand 
regulations. Farmers are being paid to 
cut down their crops. To raise prices, 
the N R A allowed producers to “ad- 
just output to demand,” and even yet 
agreements for restraint of production 
are in effect in sugar, wheat, cotton, 
oil, rubber, copper—in fact, the indus- 
try without an agreement is rare. 

Instead of producing a surplus and 
exchanging it, one worker and one 
country with another, we go back to 
medieval ways which cut out the sur- 
plus. Instead of generating purchas- 
ing power by more production and ex- 
change, we are set on generating it by 
manufacturing more money. 

With such restriction of work the 
unemployed have few places to turn. 
Because higher food prices have re- 
duced the consumption of food, ever 
fewer men are wanted in the whole 
production and shipping line. Rais- 
ing the cost of building has put off op- 
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portunities for carpenters, steel-work- 
ers and rail-workers. Strangling com- 
merce is doing very little for sailors or 
stevedores, or for workers in a hun- 
dred lines which used to enjoy a market 
abroad. Worse still, in order to create 
scarcity, it is proving necessary to 
destroy liberties which it has taken all 
history to win. 

It was not by barriers and restric- 
tions that the Eastern world kept busy 
and built its magnificence. On the other 
hand, where such obstacles prevailed, 
trade was carried on largely for the 
service of the Church, the nobles and 
the rich. Though it brought crude 
necessities, it brought few toys to the 
masses. 

The matter is not simply theoretical, 
for the medieval method is nearing the 
end of its rope. The unemployed are 
being taken care of in a way that can’t 
go on forever. Without producing, 
there is no permanent way for some 
to exist. Even without any evidence 
from history, it is growing clear that if 
high prices discourage buyers, the cur- 
tailment of output and the restriction 
of commerce are not in the interest of 
anybody, and that any government 
which indulges either labor or capital 
in such designs is on its way to strange 
places. 

Protection is no longer simply a 
plank in one party’s platform. It is 
the country’s religion. But a plea for 
protection is an invitation to govern- 
ment. Evidently, with everybody 
pleading, the New Deal was no acci- 
dent. It remains for us to learn wheth- 
er unemployment is another by-product. 
If unemployment is the price of the 
restriction, of the trade destruction 
which is the essence of protection, then 
this campaign, at last, has an issue. 





KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 





‘“‘ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors, (225) 


‘“‘TRADING METHODS’’ 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


MARGIN RESUIREMENTS, COMMISSION 
CHARGES 
J. A. Acosta & Co., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 


MAKING MONEY IN STOCKS 
This booklet, issued by Investors Re- 
search Bureau, will be sent free to in 
vestors upon request. (953) 


UNITED BULLETIN 


Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 


WEEKLY STOCK MARKET REVIEW 
This will be sent to you upon request 
without any obligation by H. M. Gartley, 
Inc. (989) 




















Five Cigarette Companies 
(Continued from page 713) 








out well over half the savings to be 
derived from the eliminated processing 
taxes and bring such savings down to 
fairly nominal proportions. 
Remembering that there has been 
no interruption in the tendency for 
costs other than of tobacco to rise, it 
would seem that the stockholder in 
this industry should not be over hope- 
ful of reduced expense of labor and 
materials favorably affecting profits. 
He can, however, look with consider- 
able optimism upon the uninterrupted 
rise in monthly cigarette consumption. 
January, 1936, for example, was the 
seventh consecutive month in which 
cigarette production exceeded that of 
the corresponding previous month. At 
this point, there are certain to be com- 
ments to the effect that last year estab- 


lished a record cigarette volume, but 
that it did not do the big companies 
any very noticeable good. This is 
true. But it is also true that if pro- 
duction goes on gaining sufficiently 
long it is bound sooner or later to shake 
off the adverse factors and have a 
favorable reaction upon earning power. 


Exception Proves the Rule 


The experience of Philip Morris 
shows that this must be so. Here is a 
company which has had the same ad- 
verse factors with which to contend as 
its larger contemporaries in the field. 
Yet, net profit of $1,557,000 for the 
fiscal year ended March 31, 1935, was 
three times that of the previous fiscal 
year and was equivelent te $3.75 a 
share on each of the 415,026 shares 
of $10-par stock outstanding. Further 
gains have been made since, earnings 
for the six months to September 30, 
last, being equivalent to $2.15 a share. 
And the sole reason for all this has 
been the phenomenal gains made by 
Philip Morris English Blend. 

This was only introduced early in 
1933 and considering the manner in 
which the giant producers of Camels, 
Chesterfields, Lucky Strikes and Old 
Golds had the popular cigarette mar- 
ket sewed up, the invasion of the field 
might have been thought a somewhat 
hazardous undertaking for a small com- 
pany. The term “small” is used ad- 
visedly, for Philip Morris has total re- 
sources in the neighborhood of $10,- 
600,000, compared with $150,000,000 
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for some of the others. Nevertheless, 
the new venture was launched and it 
was launched as a 15-cent cigarette in 
a sea of two-for-a-quarters and 10- 
centers. Not that cigarettes were any- 
thing new to Philip Morris, for its 
Paul Jones and Marlboro were already 
in substantial demand. Even so, the 
introduction of the new brand was 
quite a step for the company and the 
gains that it has made show that the 
volume of cigarette consumption is the 
main key to tobacco company earnings 
— only Philip Morris, but them 
all. 


Lower Profits? 


Unless the present tendency for con- 
sumption to rise continues, or unless 
our opinion as to costs and the diffi- 
culties in the way of higher prices 
should be proven radically wrong, it 
is possible to foresee lower profits for 
the tobacco industry. In this case, 
dividends could hardly be maintained 
indefinitely at the present rate by some 
of these companies, despite their finan- 
cial strength and the inestimable good- 
will which attaches to their product. 
It must be remembered in connection 
with the current assets of the big 
tobacco companies that the greatest 
item among these assets is inventory. 
For example, American Tobacco re- 
ported total current assets at the end 
of last year amounting to $162,000,- 
000, of which $121,000,000 was in- 
ventory; Liggett & Myers showed total 
current assets of $153,000,000 of which 
$114,000,000 was inventory; while 
Reynolds’s current assets amounted to 
$127,000,000, of which $99,000,000 
was inventory. Certainly these inven- 
tories are not current assets out of 
which unearned dividends can be paid. 
Moreover, it would be necessary to 
deplete the cash account and increase 
them in the event that tobacco costs 
should rise. 

This is not a forecast of dividend 
reductions in the case of the tobacco 
companies, but to point out that 
such a possibility should be kept in 
mind. It will become more urgent 
should the present trend in cigarette 
consumption be reversed and because of 
this, there is every reason for the stock- 
holder to look with a jaundiced eye 
upon the increasing disposition of states 
to impose cigarette taxes. Company 
officials have stated openly the impossi- 
bility of forecasting this year’s earnings 
and have stressed the numerous un- 
certainties in the situation. The stock 
market weakness of the big tobacco 
companies is a valid recognition of the 
existing obscurities—obscurities which 
may, or may not, become less dense in 
the course of time, but through which 
investors should constantly attempt 
to peer. 
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As I See It 
(Continued from page 685) 








from the new legislation, larger divi- 
dends are to be expected, but these 
will be taxed as individual incomes 
(note that the Government is assured 
of its return on corporate earnings 
whether the corporation or the indi- 
vidual pays the tax). Nevertheless, 
the effect of larger dividends will doubt- 
less result in higher stock values, in 
some shift from bonds to stocks, and 
in an increased velocity of money turn- 
over. The net result is likely to be 
an additional spur to business, although 
with greater emphasis on consumption 
goods rather than on heavy goods. 

On the other hand, just as the tax 
is another drive against the rich, it is 
also patently a drive against bigness 
in business. If an enterprise is to be 
prevented from accumulating comfort- 
able surpluses, its hand-to-mouth exist- 
ence will in many instances dictate 
greater conservatism, particularly in 
regard to expansion. If growth can- 
not be financed out of earnings, there 
will be less growth—not only among 
the big companies but among the small, 
although the brain trust in their ani- 
mosity toward big business may have 
overlooked the latter consideration. 

An interesting point is the fact that 
whatever expansion of industry does 
take place after the new taxes become 
effective must be financed through stock 
issuance or borrowing. Indeed, this 
latter presumption of borrowing is per- 
haps the key to the underlying motive 
of the legislation. It will accomplish 
what the Administration has apparent- 
ly long desired—-a more active utiliza- 
tion of the vast credit resources which 
have been built up. Then, since the 
control of credit has been fast accumu- 
lated in government hands, extensive 
resort to it would naturally increase the 
hold of government over industry. 
Under the guise of revenue it is thus 
possible that an additional socializing 
force is wittingly or unwittingly being 
set in motion. 


income has been greatly reduced, as 
two of the more important roads are 
in bankruptcy, while the dividends still 
being paid by others have been re- 
duced and in the case of still others, 
omitted. As these roads make larger 
earnings again Southern Railway’s in- 
come from these investments will be 
restored accordingly. 

With the improvement in earnings, 
there has been a pronounced change 
in sentiment in financial circles and on 
the part of investors in favor of South- 
ern Railway securities. Substantial im- 
provement in market prices for them 
has taken place also. It would seem 
reasonable to expect further expansion 
in market values as and if earnings 
continue to recover in a material way. 








Grand Rapids Varnish Corp. 
(Continued from page 724) 














Southern Railway 
(Continued from page 717) 








braces a great number of railroad lines 
acquired, held and operated in a variety 
of ways, some as a part of the system 
directly and others separately. Its stock 
ownership in most of the roads in the 
latter category is large, and in normal 
times dividends at good-sized rates 
were received from those sources. That 


ties; the latter, however, had been 
pledged. Current liabilities, including 
the notes payable, mentioned above, 
amounted to $272,000. 

The stock of the Grand Rapids Var- 
nish Corp. is traded on the New York 
Curb Exchange. Present price is in 
the neighborhood of $13 a share. On 
the basis of a regular 60-cent annual 
dividend, the issue yields more than 
414% on the capital invested. In gen- 
eral the outlook for the paint and var- 
nish manufacturers is a bright one. 
During the depression, finishes every- 
where, outside and in, were permitted 
to deteriorate badly. Now that there 
has been an improvement in purchasing 
power these ravages are being repaired 
and this, together with the mounting 
demand for “new” paint as general 
business makes further gains, augurs 
well for this manufacturer and dealer 
in finishes. 








Happening in Washington 
(Continued from page 689) 








a major rural improvement measure 
in the column headed “new debt.” 
Some relief measures try to help the 
farmer out of debt. This one has the 
merit of making the debt technique 
painless. It aims at general rural elec- 
trification—permanent extension of the 
present executive electrification project. 
Farmers are to be financed—probably 
100 per cent loans, certainly 85 per 
cent (but no subsidy)—for everything 
from generating plants and poles to 
cow-clippers and curling irons,—25 
years to pay, monthly juice bills to be 
lumped by amortization statements. 
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